I ndiana Public Employees Retirement Fund
Requestsfor Proposal (RFP)

SECTION ONE
GENERAL INFORMATION

1.1 INTRODUCTION

The Indiana Public Employees Retirement Fund (otherwise known as Indiana PERF) is conducting
manager searches as detalled beow. More than one manager for each assgnment may be considered. Also,
respondents may reply to more than one assgnment. For example, the same respondent may reply to any
RFPinclusveof #1 - #6. Please note that respondents to more than one assignment must complete
the RFP for all assignments to which they areresponding.  Indiana PERF may sdect firms within any
or dl of the following mandates:

SMALL CAPITALIZATION EQUITY PRODUCTS

RFP #1 — A $200-$400 million smdl cap vadue equity portfolio benchmarked to the Russall 2000
Vauelndex. Itisexpected that the smdl cap vaue portfolio will provide returns that exceed those
of the Index over a 3-5 year period, net of investment management fees, and with a minimum
informetion retio of sx-tenths (0.6).

RFP #2 — A $200-$400 million smal cap growth equity portfolio benchmarked to the Russell
2000 Growth Index. It is expected that the smdl cap growth portfolio will provide returns that
exceed those of the Index over a 3-5 year period, net of investment management fees, and with
aminimum information ratio of Sx-tenths (0.6).

MIDSIZE CAPITALIZATION EQUITY PRODUCTS

RFP #3 — A $250 million mid cgp vaue equity portfolio benchmarked to the Russal Mid Cap
VaueIndex. Itisexpected that the mid cap value portfolio will provide returns that exceed those
of the Index over a 3-5 year period, net of investment management fees, and with a minimum
information ratio of five-tenths (0.5).

RFP #4 — A $250 million mid cap growth equity portfolio benchmarked to the Russdl Mid Cap
Growth Index. It is expected that the mid cgp growth portfolio will provide returns that exceed
those of the Index over a 3-5 year period, net of investment management fees, and with aminimum
information ratio of five-tenths (0.5).

SMALL-MID CAPITALIZATION EQUITY PRODUCTS

RFP #5 — A $325-$650 million smdl-mid cap vaue equity portfolio benchmarked to the Russdll
2500 Vdue Index. It isexpected that the smdl-mid cap vaue portfolio will provide returns that
exceed those of the Index over a 3-5 year period, net of investment management fees, and with
aminimum information ratio of five-tenths (0.5).




RFP #6 — A $325- $650 million smdl-mid cgp growth equity portfolio benchmarked to the Russl
2500 Growth Index. It is expected that the smal-mid cgp growth portfolio will provide returns that
exceed those of the Index over a 3-5 year period, net of investment management fees, and with
aminimum information ratio of five-tenths (0.5).

The State of Indiana encourages the use of emerging minority and femae-owned investment management
firms

1.2 DEFINITIONSAND ABBREVIATIONS

Following are explanations of terms and abbreviations appearing throughout this RFP. Other specid terms
may be used in the RFP, but they are defined where they appear, rather than in the following lidt.

PERF Indiana Public Employees Retirement Fund

Board Board of Trustees of PERF.

IAC The Indiana Adminigtrative Code.

IC The Indiana Code.

Proposal An offer as defined in 1IC 5-22-2-17.

Consultant William M. Mercer Invesment Consulting

Respondent An offeror as defined in 1C 5-22-2-18.

Services Work to be performed as specified in this RFP.

Contractor A respondent(s) selected through this RFP process to deliver the

prescribed services.
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In accordance with Indiana statutes governing the administration of PERF and the Board's Investment
Procurement Policy (Exhibit B), the Board has approved issuance of this RFP. The Staff, in conjunction
with Consultant, has prepared the content of this RFP. One (1) paper copy of this RFP may be provided
free of charge from PERF or an dectronic verson of the same is available on PERFs webste
(http:/Amww.in.gov/per fiwhatsnew/contr act/index.html). A nomind fee will be charged for providing
additiona paper copies. If you are unable to access the website or have additiona questions please call
312-902-7438.

1.4 DUEDATE AND FORMAT FOR PROPOSALS

-2-



All proposals must be received at the address below no later than January 30, 2002. Both ahard
copy and electronic sections of the RFP must be submitted no later than January 30, 2002.

Each respondent must submit one origind (marked “Origind”) of their proposd, including the transmittal
letter and other related documentation as required in Sections 4.2 and 4.3 of this RFP.
The origind of the hard copy must be addressed to:

Ms. Patricia J. Gerrick, Chief Investment Officer
Indiana Public Employees Retirement Fund
125 W. Market Street
Suite 200
Indianapolis, IN 46204

The dectronic portion of the proposa must be submitted eectronicaly via Consultant's online database
located at the following website: http://mww.mer cergimd.com/ This website includes a demographic
section for organization information as well as detailed product information sections.

Please contact (312) 902-7438 to update the respondent’ s proposed product in Consultant’ s database.
Respondents that are not currently participating in Consultant's database will be issued passwords based
upon requests communicated via the above listed phone number.

Any proposa recelved after the due date will not be consdered. Any late proposals will be returned,
unopened, to the respondent, upon request, within thirty (30) days of filing.

1.5 MODIFHCATION OR WITHDRAWAL OF OFFERS

Responses to this RFP may be modified or withdrawn in writing or by fax notice received prior to the date
gpecified for receipt of proposas. The respondent’s authorized representative may aso withdraw the
proposd in person, providing his or her identity is made known and he or she signs a receipt for the
proposa. Proposals may not be withdrawn after the proposal due date has passed.

Modification or withdrawa of a proposa received &fter the date specified for receipt of proposals will not
be consdered. If it becomes necessary to revise any part of this RFP or if additional datais necessary for
an exact interpretation of provisons of this RFP prior to the due date for proposas, a supplement will be
posted by PERF on its website as noted in Section 1.3. If such addenda issuance is necessary, PERF
reserves the right to extend the due date of proposals to accommodate such interpretations or additional
data requirements.

1.6  JOINT BIDS/ SUBCONTRACTING

PERF will not entertain joint bids.



Although PERF anticipates that any respondent submitting a proposd will provide the mgor portion of the
services as requested, subcontracting by the respondent is acceptable in performing the requirements of this
RFP. However, the respondent must obtain the gpprova of PERF before subcontracting any portion of
the project’ srequirements. The respondent is responsible for the performance of any obligations that may
result from this RFP and shdl not be relieved by the non-performance of any subcontractor. Any
respondent’ s proposa must identify al subcontractors and outline the contractua relationship between the
respondent and each subcontractor. Either a copy of the executed subcontract or a letter of agreement
over the officid signature of the firms involved must accompany each proposd.

Any subcontracts entered into by the respondent must be in compliance with al State of Indiana statutes
and be subject to the provisions thereof. For each portion of the proposed services to be provided by a
subcontractor, the technical proposal must include the identification of the functionsto be provided by the
subcontractor and the subcontractor’ s related qudifications and experience.

The combined qudifications and experience of the respondent and any or al subcontractors will be
conddered in PERF s evauation. The respondent must furnish information to PERF as to the amount of the
subcontract, the qudifications of the subcontractor for guaranteeing performance, and any other data that
may be required by PERF. All subcontracts held by the respondent must be made available upon request
for ingpection and examination by gppropriate PERF officias and such reationships must meet with the
gpprova of the PERF.

1.7 CONFIDENTIAL INFORMATION

Respondents are advised that materials contained in proposals are subject to the Indiana Public Records
Act, IC 5-14-3 et seq., and, after the contract award, may be viewed and copied by any member of the
public, including news agencies and competitors. Respondents claming asatutory exception to the Indiana
Public Records Act must place al confidential documents (including the requisite number of copies) ina
sedled envelope clearly marked “ Confidentid” and mugt indicate in the tranamittd |etter and on the outside
of that envelope that confidentid materids areincuded. The respondent must dso specify which satutory
exception provison gpplies. PERF resarves the right to make determinations of confidentidity. If PERF
does not agree that the information designated is confidentia under one of the disclosure exceptions to the
Indiana Public Records Act, it may either rgect the proposal or discussits interpretation of the alowable
exceptions with the respondent.  If agreement can be reached, the proposal will be consdered. If
agreement cannot be reached, PERF will remove the proposal from consderation for award and return the
proposd to the respondent. PERF will not determine prices to be confidentia information.

1.8 RFPRESPONSE COSTS
PERF accepts no obligations for cogts incurred by respondentsin anticipation of being awarded a contract.

19 PROPOSAL LIFE



All proposas made in response to this RFP must remain open and in effect for aperiod of not less than 180
days after the due date for proposals. Any proposa accepted by PERF for the purpose of contract
negotiations shal remain valid until superseded by a contract or until rejected by PERF.

1.10 TAXES

PERF is exempt from federd, date, and local taxes. PERF will not be respongble for any taxes levied on
the respondent as aresult of any contract resulting from this RFP.

111 SECRETARY OF STATE REGISTRATION

In accordance with IC 5-22-16-4, before an out-of-state respondent can do business with PERF, the
respondent must be registered with the Indiana Secretary of State. If an out-of-state respondent does not
have such regigtration a present, the respondent should contact

Secretary of State of Indiana
Corporation Divison
402 West Washington Street, E018
Indianapolis, IN 46204
(317) 232-6576

for the necessary gpplication form. It is each respondent’ s respongbility to register prior to theinitiation
of any contract discussions.

1.12 DISCUSSION FORMAT

PERF reserves the right to conduct discussions, either ord or written, with those respondents determined
by PERF to be reasonably viable to being sdected for award. PERF aso reserves the right to conduct
clarifications to resolve minor issues.

1.13 SUMMARY OF MILESTONES

The following is the expected timdine for the RFP.

ACTIVITY COMPLETION DATE
Noticeis published January 2, 2002
RFP published/released January 2, 2002
Respondent’ sinquiry period begins January 2, 2002
Respondent's inquiry period ends January 25, 2002
Proposd submission deadline January 30, 2002
Recommendations to Board March 2002
Board selection March 2002



Notify selected respondent March 2002
Contract execution by PERF March 2002
Manager is funded April 2002

SECTION TWO
PROPOSAL PROCEDURES

21 CONTACTS

Pursuant to PERF s Investment Procurement Policy; Procurement Procedure-Request for Proposdls § (f),
as adopted by the Board, and attached hereto as Exhibit B, no member of the Board, employee of the
Fund, or consultant or advisor to the Fund shdl have any communications with a respondent or a
representative of a respondent about the respondent’ s proposal or request for proposa after publication
and before final selection, except as otherwise provided in Sections 1.12 and 2.3.  Such unauthorized
communication(s) may disquaify respondent from further consderation. The Fund reserves the right to
discuss any part of any response for the purpose of clarification. Respondents will be given equa access
to any communications about the request for proposa between the Fund and other respondents.

2.2 PRE-PROPOSAL CONFERENCE
It isthe decision of the Board that no pre-proposal conference is required for this RFP.
2.3 INQUIRIES ABOUT THE RFP

All inquiries and requests for information affecting this RFP must be submitted in writing by email and hard
copy to:

Mr. Micah Fannin
William M. Mercer Investment Consulting, Inc.
10 South Wacker Drive, Suite 1700
Chicago, IL 60606-7485
E-mail — Micah.Fannin@us.wmmercer.com
(Addressing is not case sensitive)

no later than January 25, 2002. PERF and Consultant reserve the right to judge whether any questions
should be answered in writing and copies will be digtributed to al prospective respondents who are known
to have recaeived a copy of the origina RFP.

24  RESPONDENT SITEVISITS



PERF may request a Ste vist to a respondent’s working support center to ad in the evaluation of the
respondent’ s proposal.

25 CONTRACT AWARD

Based on the results of this process, the qualifying proposa determined to be the most advantageous to
PERF, taking into account dl of the evaluation factors, may be selected by PERF for further action, such
as contract award. 1f, however, PERF decides that no proposa is sufficiently advantageous to PERF,
PERF may take whatever further action is deemed best in its sole discretion, including making no contract
award. If, for any reason, aproposd is sdlected and it is not possible to consummeate a contract with the
respondent, PERF may begin contract preparation with the next quaified respondent or determine that it
does not wish to award a contract pursuant to this RFP.

PERF reserves the right to rgect any or all proposas received or to award, without discussions or
clarifications, acontract on the basis of proposals received. Therefore, each proposa should contain the
respondent’ s best terms from a price and technical standpoint.

SECTION THREE
LENGTH OF CONTRACT AND PRICING

3.1 LENGTH OF CONTRACT

Term of this contract shall be for a period of not more than five (5) years, beginning January 30, 2002, (or
from date of fina Board gpprova of contract). There may be renewasfor atota of five (5) more years
at PERF s option.

3.2 PRICING

PERF requests the pricing associated with this RFP be afirm proposal price that must remain openand in
effect for aperiod of not less than 180 days from the proposa due date. Pricing should be quoted in basis
points. A pricing schedule should be presented covering dl placement sizes between the ranges specified
in the above RFPs and represent each respondent’ s lowest fee schedule currently in effect for comparable
mandates.

SECTION FOUR
PROPOSAL PREPARATION INSTRUCTIONS

41 GENERAL
To facilitate the timely evauation of proposals, a standard format for proposal submisson has been

developed and is documented in this section. All respondents are required to format their proposalsin a
manner consstent with the guidelines described below:



Each item must be addressed in the respondent’s proposa or the proposa may be
rejected.

Tranamittd letter should bein the form of aletter. The business proposd must be organized
under the specific section titles as listed below.

PERF may, at its option, alow al respondents a two-caendar-day period to correct errors
or omissons to their proposas. Should this necessity arise, PERF will contact each
respondent affected. Each respondent must submit written corrections to the proposal
within five cdendar days of natification. Theintent of this optionisto alow proposaswith
only minor errors or omissons to be corrected. Mgor errors or omissions, such asthe
failure to include prices, will not be considered by PERF asaminor error or omisson and
may result in disqudification of the proposd from further evaluation.

A complete proposal will include the following:

1. Hard copy submisson of atrangmitta |etter (with the information in Section 4.2)

2. Had copy submisson of a Busness Proposd (with the information and
atachments described in Section 4.3)

3. Electronic completion of the data base described in Section 4.4

4.2  TRANSMITTAL LETTER [MUST BE SUBMITTED IN HARD COPY FOR EACH RFP|

Each Tranamittd Letter must address the following topics.

4.2.1

4.2.2

|dentification

Tranamitta letter must identify the officid investment product name being proposed
(consgent with the product name used by the respondent in the Consultant data base) and
the specific RFP number (eg. Smdl Cap Vaue Equity Portfolio - RFP #1) for the product
that a respondent desires to supply.

Summary of Ability and Desire to Supply the Required Services

Trangmittd |etter must briefly summarize the respondent’ s ability to supply the requested
sarvices. The letter mugt also contain a tatement indicating the respondent’ swillingnessto
provide the requested services subject to the terms and conditions set forth in the RFP
including, but not limited to, PERF s contract clauses.

4.2.3 Signaure of Authorized Representative



A person authorized to commit the respondent to its representations must sign the
tranamittal letter. Respondent personnd signing the Tranamitta Letter of the proposal must
be legdly authorized by the organization to commit the organizetion contractudly. This
section must contain proof of such authority. A copy of corporate bylaws or a corporate

resolution adopted by the board of directors indicating this authority will fulfill this
requirement.



4.2.4 Other Information

Any other information the respondent may wish to briefly summarize will be acceptable.

4.3  BUSINESS PROPOSAL [MUST BE SUBMITTED IN HARD COPY]

The Business Proposd must contain the following items:

43.1

4.3.2

433

4.3.4

ADV Form Parts| and 11
This section must include the most recent ADV Form Parts| and Il.
Contract

Appendix One (1) of thisRFP is the contract that will be used if an award is made pursuant
to this RFP. A signed copy of the contract must be returned with your response. The
response will be rgected if asigned copy isnot in your response. The signed contract will
only become find once it is Sgned by PERF. As part of the submisson, provide a fee
schedule in Attachment B of the contract.

Any or dl portions of this RFP are incorporated by reference as an addendum to the final
contract.

If arespondent wants to include or change any term of the contract, it must be submitted
as an amendment to the contract; see next section for more ingructions on this.

Respondent Contract Requirements

If arespondent wishes to include or change any language in the contract being submitted,
proposed language should be included in this section, in the form of an amendment to the
contract in 4.3.2. For each change incduded, the respondent should indicate thet the change
is required by the respondent in any contract resulting from this RFP and why it is required
(if the required change is unacceptable to PERF, the respondent’s proposa may be
considered unacceptable) or indicate that the change is desired (but not required) by the
respondent in any contract resulting from this RFP.

References
Respondent should include aligt of &t least three (3) clients for whom the respondent has

provided products and services that are the same or smilar to those products and services
requested in the RFP. Any state government or pension fund for whom the respondent has

-10-
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4.3.6

provided these products and services should be included; aso to be included should be
clients with locations near Indiangpolis, as dte vidts may be aranged. Information
provided should include the name, address, and tdlephone number of the client facility and
the name, title, and phone/fax numbers of a person who may be contacted for further
informetion.

Regidration to do Business

Respondents proposing to provide services required by this RFP are required to be
registered to do business within the ate by the Indiana Secretary of State. The address
contact information for this office may be found in Section 1.11 of this RFP. This process
must be concluded prior to contract negotiations with PERF. It is the successful
respondent’ s responsibility to complete the required regigration with the Secretary of State.
The respondent must indicate the status of regidration, if gpplicable, in this section of the
proposal.

Surety Bonds
Respondent mugt list their carrier of fiduciary ligbility and errors and omissions insurance

and subscribed coverage amounts, and provide for a fidelity bond. Surety requirement
amounts are noted in PERF s Investment Policy attached as Exhibit A.
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4.3.7 Subcontractors

Respondent must list any subcontractors that are proposed to be used in providing the
required services. The subcontractor's responshilities under the proposd, the
subcontractor’s form of organization, and an indication from the subcontractor of a
willingness to carry out these respongbilities are to be included for each subcontractor.
Thisassurance in no way relievesthe respondent of any responsibilitiesin responding to this
RFP or in completing the commitments documented in the proposal.

44  ELECTRONIC PROPOSAL [MUST BE SUBMITTED ELECTRONICALLY ONLY]

The respondent must complete eectronicaly the Consultant's database information described in Section
14.



SECTION FIVE
PROPOSAL EVALUATION

PERF and Consultant intend to use the criteria hereto atached as Exhibit C. In addition, they will consder
other factors they believe to be materia to the selection procedure.
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EXHIBIT A

INDIANA PUBLIC EMPLOYEES RETIREMENT FUND

RESTATEMENT OF INVESTMENT POLICY

Originally Adopted September 12, 1997



Last Restated October 12, 2001



DEFINITIONS

Definitions of the following terms will be found on the pages of the Policy shown below.

TERM PAGE
Annuity Savings Account 4
Board 3
Consultants 10
Custodian 10
Executive Director 9
Investment Manager 10
PERF 3
Portfolio 19
Staff 9



INTRODUCTION

Description of PERF

The Indiana Public Employees Retirement Fund ("PERF") was established in 1945, to provide
retirement, disability, death, and termination benefits to present and former members and their beneficiaries
who meet the statutory requirements for such benefits. Members include employees of the State and
employees of other governmenta units who have adopted resolutions joining PERF (including cities, towns,
counties, and other governmentd units). Pursuant to Indianalaw and the Internal Revenue Code, PERF
must be operated for the exclusive bendfit of, and soldy in the interest of, members and their beneficiaries.
PERF is required by Indianalaw to meet dl rules gpplicable to a quaified plan under Section 401 of the
Internal Revenue Code, in order to provide the ensuing tax advantages to its members. In addition, PERF
isatrugt, exempt from taxation under Section 501 of the Interna Revenue Code. PERF is aso governed
by Indiana satutes and adminidrative rules. Among the governing Indiana datutesis the requirement that
PERF be funded and maintained on an actuaridly sound basis. See IC 5-10.2 and IC 5-10.3.

Description of Other Funds Subject to Board Control

The Board of Trustees of PERF (the “Board”) is dso charged with the adminigtration and
trusteeship of the following plans.

1 The 1977 Police Officers and Firefighters Penson and Disability Fund. See IC 36-8-8.
This Fund provides retirement, death and disability benefits (as established by law) for
municipd firefighters and police officers hired on and after May 1, 1977, and their
beneficiaries. It is funded through member contributions and an actuarialy sound state-

wide employer contribution reate.

2. The Judges Retirement System, which includes the Judges 1977 Benefit System and the
Judges 1985 Benefit Sysem. See IC 33-13-8, 33-13-9.1, and 33-13-10.1. This System
provides retirement, death and disahility benefitsfor dl digible judges. It isnot actuaridly
funded and operates on a pay-as-you-go basis. Judges contribute 6% of their sdary to the
Sysem.

3. The Legidators Retirement System, which includes the Legidators Defined Benefit Plan
and the Legidators Defined Contribution Plan. See IC 2-3.5, IC 2-3.5-4, and IC 2-3.5-
5. The Legidators Defined Benefit Plan provides a unit benefit for years of servicein the
Generd Assembly prior to May 1989. That plan coversadosed” group of members and
a"dosed" liahility, in that no individuas dected to the Generd Assembly after April 1989
earn any benefit under this plan, and no years of service after April 1989 count for benefit



accrud for anyone who is participating in that plan. The Legidators Defined Contribution
plan isamoney purchase plan, with afixed member contribution of 5% and afixed Sate
contribution of 20% each year. Those contributions go into a separate account for each
member, which then provides an account balance payable under various circumstances
(termination, death, disability or retirement).

4, The Excise Police and Consarvation Enforcement Officers Retirement Plan. SeeIC 5-10-
5.5. The plan provides retirement, degth and disability benefitsfor al digible excise police
and conservation officers. It is funded on an actuaridly sound basis (with a 40 year
amortization of the unfunded accrued ligbilities). The members pay 3% of thefirst $8,500
of their salary, and the state funds the balance.

5. The Prosecuting Attorneys Retirement Fund. See IC 33-14-9. This fund provides
retirement, desth and disability benefits for al prosecuting atorneys, chief deputy
prosecuting atorneys, state paid deputy prosecuting attorneys and certain postionsin the
prosecuting attorneys councl. 1t isfunded on an actuaridly sound bass. The members pay
6% of their salary and the state pays the remaining amounts, as actuaridly determined.

In addition, the Board is charged with administering the Penson Relief Fund, a separate fund
crested to provide benfits for digible police officers and firefighters and their beneficiaries under the
1925 Police Penson Fund (see IC 36-8-6), the 1937 Firefighters Penson Fund (see IC 36-8-7), and the
1953 Police Pension Fund (see IC 36-8-7.5). These funds provide retirement, degth and disability benefits
for digible individuds hired before May 1, 1977, as established by state law and locd ordinances and
decisons. The Penson Rdief Fund is funded from proceeds from the ate lottery, certain acohol and
tobacco taxes, and additiond gppropriations. Thereisadgnificant funding deficiency remaining a the city
and town level under the three funds (the 1925 Police Pension Fund, the 1937 Firefighters Penson Fund
and the 1953 Police Penson Fund) even though the covered population is "closed” as of May 1, 1977.
The Penson Relief Fund relieves some of that deficiency by releasing dollarsto cities and towns to cover
benefits, through two release formulas.

PERF Annuity Savings Account

The Annuity Savings Accounts are bookkeeping accounts established for each member of PERF.
The member's account is credited with the member's 3% contribution (whether paid by the member or
"picked-up" by the employer). The member haslimited investment direction to severa dternative funds or
may leave their account in the "guaranteed fund." The guaranteed fund affords the member a " passbook
savings'-like or "risk freg" protection on al contributions credited to that member's account, plus dl
previoudy credited interest (at an interest rate determined by the Board each year). Legidation has been
enacted that will substantially enhance the members investment direction opportunities. These accounts
produce an additiond separate benefit from the fixed-formula employer-funded pension benefit.



Description of Primary Statutory | nvesment Provisions

ThelndianaGenerd Assembly recently enacted the prudent investor sandard to gpply to the Board
and govern dl itsinvestments. See PL 37-1996. In doing o, the General Assembly noted the following:

Wheress, the generd assembly dso beievesthat a prudent diversfication
of investments by public retirement funds is an essentid dement of a
gringent investment standard for such funds and is critica for the future;
and

Wheress, the generd assembly finds that numerous actuaria studies of
retirement funds in Indiana and other states have demonstrated that, due
to the long term nature of the investments made by public retirement funds,
divergfication of such investments in a responsible manner reduces risk,
increases income, and improves security for such funds, while a lack of
diversfication results in reduced income and increased risk to the
retirement funds, while creating a subgstantid additiona burden for the
taxpayers who ultimately bear the burden of providing the assetsfor such
funds in the absence of sufficient investment income; and

Wheress, the generd assembly desires to pass a diversfication rule
patterned after the stringent federa law gpplicable to private plans, which
will provide that the trustees of each fund mugt diversfy the investments of
their fund so asto minimize the risk of large losses.

Thus, the primary governing datutory provison is that the Board must "invest its assets with the
care, kill, prudence, and diligence that a prudent person acting in alike capacity and familiar with such
matters would use in the conduct of an enterprise of alike character with like ams.” The Board isaso
required to diversfy such investments in accordance with prudent invesment gandards. SeelC 5-10.3-5-
3.

Other Restrictions on | nvestments

Other pertinent investment requirements in the Indiana satute include the following:

A. Fund investments must be held for the Fund by banks or trust companies under a custodia
agreement or agreements. 1C 5-10.3-5-4(a). All Custodians must be located in Indiana
IC 5-10.3-5-5.

B. The Treasurer of the State must receive dl Fund deposits (e.g., income, interest, receipts,
etc.). I1C 5-10.3-5-4(a).

C. [Deeted by House Enrolled Act 1093 (1999).]



D. The Board may not engage in any prohibited transaction, as described in Section 503(b)
of the Interna Revenue Code. 1C 5-10.2-2-1.5(9).

A lega opinion dated May 19, 1997 from Fund counsel analyzes the Board's authority to make
investments under the Indiana Congtitution and concludes that there are no congraints under Section 12 of
Artide XI of the Indiana Condtitution on the Board' s authority to invest.

Backaground of | nvesment Policy

The Board has maintained an invesment policy for many years. That policy has been amended and
restated from time to time as the Board deemed appropriate. The Board adopted a set of guiding principles
on November 15, 1996, aswdl as Investment Policy Godsand Guiddines. The Board determined it was
gopropriate to completey restate its policy to incorporate gppropriate principles, and to reflect the extensve
work done by the Board following passage of Senate Enrolled Act 69 (the prudent investor standard) and
Question 2 (the equity referendum on the November 1996 Indiana bdlat to alow equity investments). That
restatement was dated September 12, 1997, and the Board has subsequently amended that restatement.

The Board wishesto redtate its policy to reflect those amendments, changesin applicable law, aswell as
other amendments it believes appropriate.

The Board intends this Policy to augment the governing laws, and supersede dl prior statements
of palicy, principles and guiddines. This Policy is binding on al persons with authority over Fund assets,
including Investment Managers, Custodians, Consultants, Staff, and the Board, aswell as any other person
who could have arelationship with the Fund.

Scope of | nvestment Policy

This Policy covers al assets under the Board's control except to the extent the following are
specificaly addressed in an Addendum:

The Annuity Savings Accounts in PERF
The Penson Relief Fund

References in the baance of this Policy to “Fund” will include al assets under the Board of
Trustees control except to the extent appropriate for the assets listed in the preceding paragraph.



PURPOSE OF POLICY

The purpose of the Investment Policy isto:

Set forth the investment policies which the Board judges to be gppropriate
and prudent, in consderation of the needs of the Fund, legd requirements
applicable to the Fund, and to direct investment of the Fund's assets.

Egablish criteria againgt which the Investment Manager(s) are to be
measured.

Communicate the investment policies, objectives, guiddines, and
performance criteria of the Board to the Staff, Investment Managers,
Consultants, and all other interested parties.

Serve as a review document to guide the ongoing oversght of the
invesment of the Fund.

Demondrate thet the Board is fulfilling its fiduciary responghilities in the
management of the investments of the Fund solely in the interests of
members and beneficiaries of the Fund.

The Board does intend this Policy to be a dynamic document, and, as such, expectsto review it

periodicdly. The Board anticipates that changes will be made from time to time to reflect experience,
investment product changes, benefit and Structurd changes, performance and economic conditions.
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STATEMENT OF GUIDING PRINCIPLES

The Board has adopted a set of guiding principles for oversaght and management of Fund
invetments. They are asfollows:

Investment of Fund assets will be delegated to Investment Managers
pursuant to Section 14.

The Board will employ Investment Managers with understandable, clearly
defined investment Strategies pursuant to Section 8.

The Board will not time the marketsin making investment related decisons,
consggtent with the fact that the Fund is along term investor.

The Board will manage the investment of the assets in a cost effective
manner.

The Board prefers to employ Investment Managers that maintain fully
invested pogtions rather than using cash equivdent or short term
investments as a drategy dternative.

The Board will maintain a prudent investor profile, conggent with its
fiduciary responghility to invest the assets solely in the interests of its
beneficiaries.

Initid equity investments will be accomplished by a measured movement
toward alocation targets over athree-year period.

The priority of dl invesments will be congstent with optimizing
divergfication benefits.

The Boards intends to incorporate risk management concepts focused on
moderating or controlling, to the extent reasonable and practical, risks
normally associated with invesment.

The Board redlizes that the plans under its trusteeship may have different
funding pogtions and needs, different population demographics, and
different time horizons, which may creste different invesment needs or
requirements.
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RESPONSIBLE PARTIESAND THEIR DUTIES

Board of Trustees

The Board isthe body of personswhoseroleisto oversee dl aspects of the operation of the Fund.
The Board is gppointed by the Governor for afour year term, pursuant to IC 5-10.3-3-1. At least one
Board member must be a Fund member with at least ten years of service, and not more than three Board
members may be members of the same palitical party. The Board members are fiduciaries of the Fund.
Their respongbilities with repect to the assets of the Fund include completing each of the duties below as
aprudent investor:

Set the palicies, objectives, and guiddines for the invesment of the assets
of the Fund.

Study issues affecting the investment of the Fund so as to make educated
and prudent decisons concerning this Policy.

Sdect qudified professondsto assg in the implementation of this Policy.

Evduate the Fund's performance and compliance with this Policy.

Review compliance with applicable sate and federd laws.

Evauate performance of investment professonds and staff.
Staff of Fund

The Staff are those persons employed by the Fund. The Board has the authority to set

compensation of the Staff. Staff duties are to administer the Fund in line with the policies and decisions of
the Board and the provisons of governmenta law and to provide input for the Board so that issues can be
studied fully prior to any Board decison. In addition, Staff is repongible for interacting with the legidature,
sarving the needs of Fund members, and managing the Fund's reationships with outsde professonas and

other condtituencies.

Executive Dir ector

The Executive Director, amember of the Staff, is appointed by the Board, subject to the approval
of the Governor. The Executive Director acts on behdf of the Board, and is responsible for performing
duties as assigned by the Board, aswell asfor receipt of payments and depodts to the Fund, and payments
from the Fund.
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| nvestment M anager

An Investment Manager is a person(s), firm, corporation, bank or insurance company who is
retained to manage a portion of the assets of the Fund under specified guiddines. Such Investment
Managers will be registered as investment advisors under the Investment Advisors Act of 1940 and
Securities Exchange Commission Acts, unless exempted from registration by the SEC (i.e., banks and
insurance companies and affiliates).

Custodian

A Custodian for the Fund isabank or trust company located in Indiana which is retained by the
Board. A Custodian may be authorized to (1) hold securities and other investments in the name of the
Fund, in the name of anominee of the Custodian, or in bearer form; (2) collect and receive income, interes,
proceeds of sale, maturities, investments, deposit adl these receipts in a custodian account or checking
account as ingtructed by the Board, and reinvest these receipts as directed by the Board; (3) maintain
accounting records and prepare reports which are required by the Board and the State Board of Accounts;
(4) perform other services for the Board as are customary and agppropriate for custodians, and (5) if
retained, to conduct any anaysis required by the Board.

Consultants
Consultants are persons or firmswho are retained by the Board for the Fund and responsible for

providing investment advice to the Fund, based upon their expertise and their analysis of the issues under
consderation.
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CODE OF ETHICS

Fiduciary Responsbility

The members of the Board recognize that they serve as fiduciaries of the Fund. One of ther
primary respongbilitiesis the prudent investment of Fund assets. Thus, the Board shall exercise the care,
skill, prudence and diligence that a prudent person acting in alike capacity and familiar with such matters
would use in the conduct of an enterprise of like character and with like ams. The Board must dso
diversfy the invesments of the Fund in accordance with prudent investment gandards. See IC 5-10.3-5-3.

The Board has a duty of undivided loydty, and must be impartid in the exercise of such duty, to the
beneficiaries of the Fund, asdl Fund assets must be used for the exclusive benefit of the Fund's covered
members and their beneficiaries. No part of the corpus or income may be used for or diverted to any
purpose other than for the “exdusive benefit” of the membersor their beneficiaries. See IC 5-10.2-2-1.5.
The Board may not engage in any transactions prohibited by Section 503(b) of the Internal Revenue Code.
See IC 5-10.2-2-1.5(9). Board members or anyone acting on their behdf must comply with these
provisons.

Compliance with Code of Ethics

Board members recognize that they are governed by adtrict code of ethics. Because they believe
that public confidence in the Board's integrity is essentia not only for members of the Fund, but dso for the
public and taxpayers of the State of Indianaaswell, they wish to ensure that their actions conform not only
with the letter of the law but dso with the spirit of the law. As such, the Board has adopted an Ethics
Policy.

As to any other person (including, but not limited to, Consultants, Cugtodians, Invesment
Managers), the Indiana Code of Ethics provides:

It shdl be unlawful for any person, other than employees performing their duties in making
payments to employees as provided by law, to pay, or offer to pay, any employee any
compensation for the performance of his officid duties. See IC 4-2-6-5. Compensation
includes any money, thing of vaue, or financid benefit. See IC 4-2-6-5.

15



Conflict of I nterests Rules

Board members recognize that dl Fund transactions and sdections are to be based on the integity
and competence of the parties with whom the Fund is dedling and upon financid merit and benefit to Fund
members and their beneficiaries, and not on persond reationships. Board members shdl never act where
there may be a conflict of interest or gppearance of conflict of interest. They redize they occupy specid
positions of fidudary trust and confidence such that eech member mugt sudioudy and conscientioudy avoid
any reasonable gppearance of conflict. A conflict of interest is understood to be presented in a Situation
wherein ardationship exists which could reasonably be expected to diminish independence or judgement
in performance of officia respongbilities as a Board member. Accordingly, a Board member shdl not
engage in conduct that condtitutes or involves a conflict of interest. It is the Board member's duty to
determine if a potentia conflict of interest exigts, to avoid the conflict, if possble, or, where gpplicable, to
disclose aconflict. If aBoard member determines that a conflict of interest or potentia conflict of interest
exids, that individud shdl have an obligation to recuse themselves from participeting in the matter. The
Board member shdl disclose the reason for any such recusd.

Voting

Board members should not participate in a discusson or vote on a matter in which they
have adirect or indirect Sgnificant financid interest. However, this prohibition does not
arise in connection with a meatter which would have an inggnificant economic effect on any
interest of the Board member, or which affects the member only as a member of the generd
public or of a subgroup of the generd public, such as members of the Fund as awhole.

Disclosure

1 Any person who sarves on the Board shdl fully disclose any subgtantid interest in
any entity in which an investment has been made with monies of the Fund.

2. Board members shdl disclose any sgnificant business rdaionship they have with
any vendors or progpective vendors serving or consdered for service to the Fund.

Specific Board Rules of Conduct

In furtherance of the generd principles stated above, the Board has adopted the following specific
rules.
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Contact with I|nvesment M anagers

It is the Board's policy that dl contact with Investment Managers or others seeking a
busi ness relationship with the Fund should be directed to the Executive Director and Staff,
not to individua Board members. For example, during a manager, consultant or other
professional search process, it is the Board's policy that no contact with prospective
bidders and individua Board members is appropriate. However, the Board recognizes
three exceptions to this generd rule. Firdt, this rule is not applicable to circumstances
arigng inthe ordinary course of business of anindividud that is unrelated to the individud's
datus as a Board member. Second, thisrule is not applicable to contacts rdaing to Board
business with Investment Managers and Consultants with whom the Board has an existing
fiduciary rdaionship. For example, Board members are encouraged to contact an exigting
Investment Manager with any questions or concerns they might have with respect to a
specific invesment directed by that Investment Manager. Third, any other casud incidenta
contact with an existing or prospective Investment Manager or Consultant that a Board
member has, not directed to specific Fund matters, should be disclosed to the Executive
Director.

A Board member may not accept for persond use any gifts, favors, services, entertainment,
food or drink valued a atota of more than $25.00 in a caendar year from a person or
busnessthat is seeking or actudly has a business relationship with the Fund. However, it
is understood that this prohibition is not applicable to circumstances arising in the ordinary
course of busnessof an individud that is unrelated to his or her status as a Board member.

Speaking Engagements

A Board member may not accept any expenses, reimbursement, or honorarium for any
gpeeches or presentations made in his or her cgpacity asaBoard member. Thisrule does
not gpply to circumstances where the individud is speaking or presenting in a capacity
unrelated to Board membership or asto which Board membership is Smply recognized as
apart of such member’s professond experience.

Conferences and Educational Activities

Board members are encouraged to attend appropriate educationa conferences and meetings to
assigt them in performing their duties. It is the Board's policy to reimburse Board members for expenses
related to such activities. The Executive Director will serve to coordinate attendance and administer
reimbursement, subject to any required procedure.
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Responsbilities of | nvestment M anager s and Consultants

In order to accomplish these objectives, each Investment Manager and Consultant retained by the
Fund shdl be natified in writing of the Board's Code of Ethics and the related Conflict of Interest laws of
the State of Indiana, and of the Board's adoption of this Code. All Investment Managers shdl drictly
conform to the Board's Code of Ethics. Any suggestion or offer to deviate from these provisions made by
aBoard member or Staff member shal be reported by the Investment Manager or Consultant, in writing,
to al members of the Board.

The Board recognizes that Investment Managers and Consultants have every right as citizens to
participate in the political process both individudly or corporately. However, the Board believesthat it is
inappropriate and improper for members of the Board to solicit contributions or support of specific
candidates from any Investment Managers, Consultants or Staff. Any such incidents should be reported,
inwriting, by the Investment Manager or Consultant to al members of the Board.

All Investment Managers, Consultants and other persons retained in any cgpacity which have
fiduciary responghilities are expected to abide by the provisions of the Board's Code of Ethics.
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GENERAL OBJECTIVES

Theinvestment activities are to be designed and executed in a manner that serves the best interests
of the members and beneficiaries of the Fund.

The investment activities are designed to provide a return on Fund assets that, when coupled with
the periodic contributions of the membership and employers, will meet or exceed the benefit funding
requirements of the Fund. Of primary consderation is the maintenance of funding which is adequate to
provide for the payment of the plans actuarialy determined ligbilities over time, a areasonable cod to the
members and the taxpayers of the State.

The Board has the authority and intends to establish dlocations to various asset classes and

subcategories as described in Section 6, subject to genera and specific guiddines established in Section 8.

Evduation of Investment Manager performance and tota Fund performance will be done pursuant to
Sections 7 and 13.
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ASSET ALLOCATION

The Board recognizes that the allocation of assats, particularly the broadly-defined mix between
gocks and bonds, is the most important determinant of investment rates of returns over long periods of time,

Backaground I nformation

To guide their sdlection of the best asset mix, the Board consdered the linkage of liahility
projections with asset projections over future time periods. Key factors were the “Employers
Contributions as a Percentage of Pay” and the “Funded Ratios” which would be necessary to provide the
promised benefits to Fund beneficiaries.

Sdected Allocations

The following asset classes, target norms, and alowable ranges have been established.

Asset Classes Target Norm Allowable Range
Domegtic Equities 53% 50-60%
Internationd Equities 10% 5-15%

Fixed Income 32% 30-40%
Alternative Assts 5% 0-5%

Within each ass#t class, the Board in its discretion may establish subcategories, and the Board dso
may establish the mix between active Investment Managers and passive index Investment Managers.

Rebalancing

The Board has determined that tactical asset alocation in anticipation of expected future market
fluctuationsis not in the best interest of the Fund.

However, differentid market returns may from time to time cause some dlocations to move to the
upper or lower ends of their dlowable ranges. Consequently, the Board will monitor no less than quarterly
the actua postions, and will engage in rategic asset redlocation from one class to another whenever they
deem it gppropriate to do so.

Review

The asset dlocation will be reviewed periodically, but no less frequently than every three years.
As= liability modding studies will be conducted as the Board determines necessary.
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INVESTMENT PERFORMANCE STANDARDS

I ntroduction

The Board recognizes the need to eva uate the investment performance of the Invesment Managers
who have been delegated the duty to invest the assets of the Fund, and further recognizes that Investment
Managers are under a drict fiduciary duty to the Fund. Further, the Board recognizes the need to evauate
the performance of the tota Fund. Therefore, the Board wishes to establish clear standards for execution
of thisfiduciary duty. The Board intends to evauate the performance of each Invesment Manager pursuant
to Section 13.

Perfor mance Evaluation Factorsfor Total Fund

The key factorsto be used in the andys's of the investment performance of the tota Fund include:
The funded gtatus of the Fund.

Investment rate of return and volatility of the Fund, compared with a weighted average of
market indexes which best describe the Fund' s dlocation.

Investment rate of return of the Fund, compared with other large private and public penson
funds with specid emphasis on other large public funds.

Perfor mance Evaluation Factorsfor |nvessment M anagers

The key comparative factors to be used in the andysis of the performance of an Investment
Manager include:

Investment rates of return of the Investment Manager compared to an appropriate market
index benchmark.

Investment rates of return of the Investment Manager compared to an gppropriate universe
or style peer group.

The valatility of the invesment rates of return of the Investment Manager compared to the
volaility of an gppropriate market index benchmark.

Rates of return for an Investment Manager will be caculated based on the totd of the Investment
Manager’ s dlocation of Fund assets.

Voldtility will be measured by the standard deviation of the historical series of rates of return over
aperiod of not lessthan three years.

21



Compliance with the Fund’ s guiddines gpplicable to the particular asset class under management
will be consdered in the evduation of the Investment Manager’ s performance within its pecific Syle.

Performance Evaluation Standards

Rates of return will be evduated on both a gross and net of fee bads. The cdculation of the
investment rates of return will be consstent with the provisons of Section 13. In order to provide more
definition and consistency, one year, three year, five year, and rolling three and five year periods will be
used. Ralling periods shdl be defined as athree (or five) year period beginning with the earliest reesonable
date and including subsequent three (or five) year periods each beginning one year later until the ending date
isthe end of the current period. If needed to further evauate investment performance, other time periods
may be employed.

The following gandards will be used as aguiddine for the evauation of the investment performance
of the Investment Managers.

Gross of feerates of return ranking at or above the median of an appropriate universe or
syle peer group of investment managers, on one year, three year, and rolling three year
periods.

Net of fee rates of return exceeding an appropriate market index benchmark, on three yesr,
ralling three year, five year and rolling five year periods.

Risk — adjusted rates of return exceeding an appropriate market index benchmark, on a
three year, ralling three year, five year and rolling five year periods.

Volatility congstent with the assigned asset class, and relative to the appropriate market
index benchmark, on three year, rolling three year, five year and rolling five year periods.
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INVESTMENT GUIDELINES

General Guiddinesfor |nvessment Managers

Each Investment Manager retained to manage a portion of the assets (the Investment Manager’s
“Portfalio”) of the Fund shdl be aware of and operate within this Invesment Policy and governing Indiana
datutes. Subject to the guidelines in this Section and the policies documented in this Statement, any
Investment Manager retained by the Fund is to have full discretionary investment authority over the assets
sad Investment Manager is respongible for managing.

Asfidudariesof the Fund, dl Investment Managers (regardiess of type of investment) will discharge
ther duties soldy in the interests of the Fund’ s members and beneficiaries and with the care, kill, prudence,
and diligence that an expert would use on hisher own behdf. In addition, the Invesment Managers shdl
observe the following rules

Specific Limitation on Holdings. The purchase of securities of any oneissuer (with the
exception of the US Governmenta and its agencies) shdl be limited to aninitid cost of 5%
of the market value of an Investment Manager’ s Portfolio. Through capita appreciation,
no such holding should exceed 7.5% of the market value of the totd holdings of such
Investment Manager’ s Portfolio, unless the Board approves an exception.

Securities Trading. Each Investment Manager is to immediately send copies of each
transaction record to the Fund, its Custodian(s), and any designated agent of its
Custodian(s). Each Investment Manager is further required to reconcile the account(s)
under its management on atimely bags each month with the Custodian(s). Each Investment
Manager is respongble for complying fully with the Fund' s policies for securities trading
and sdlecting brokerage firms.

Acknowledgments of L egal Compliance. Each Investment Manager retained by the
Fund must be a person, firm, or corporation registered as an investment adviser under the
Investment Advisors Act of 1940; abank as defined in such Act; or an insurance company
qudified to do business in more than one dtate, and must acknowledge its fiduciary
responghility in writing. SEC registered firms will be expected to provide a copy of the
SEC ADV Form Section |1 on an annud basis.

Acknowledgments of Receipt. All Investment Managers shdl acknowledge in writing
their receipt of this Policy and their agreement to abide by its teerms.  All Investment
Managers shdl have an affirmative duty to bring suggestions for modification or change of
the Policy to the Board.

Fiduciary Liability Insurance. Each Invesment Manager will obtain fidudary insurance
coverage, in which the Fund is a named insured party, with a minimum of $5 Million
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coverage, or in such higher amount as required by the Board from time to time. Each
Investment Manager shdl annudly provide written evidence of such coverage. The
Executive Director may approve dterndive fidudary lidbility insurance arangements if in
the judgment of the Executive Director, Chief Investment Officer, and Fund lega counsd,
the dternative insurance arrangements provide substantidly the same protection to the
Fund.

Errors and Omisson Coverage. Each Investment Manager will obtain errors and
omission coverage, with minimum of $5 Million coverage, or in such higher amount as
required by the Board from time to time. Each Investment Manager shal annualy be
required to provide written evidence of such coverage. The Executive Director may
goprove dterndive errors and omissons coverage, if in the judgement of the Executive
Director, Chief Investment Officer, and Fund legd counsd, the dternative insurance
arrangements provide substantialy the same protection to the Fund.

Fidelity Bond. Each Investment Manager will obtain afiddity bond, with aminimum of
$3 Million coverage, or in such higher amount as required by the Board from time to time.

Each Investment Manager shdl annudly be required to provide written evidence of such
coverage. The Executive Director may approve dternatives to a fiddity bond, if in the
judgement of the Executive Director, Chief Investment Officer, and Fund legd counsd, the
dternative insurance arrangements provide substantially the same protection to the Fund.

Proxy Voting. Each Investment Manager will abide by the Fund's Proxy Voting Policy
as daed in Section 12 of this Statement. Each Investment Manager will provide an annud
report of proxy voting activity to the Fund consstent with the requirements of Section 12.

Conflicts of Interest. An Invesment Manager shal be subject to the gpplicable
provisions of Section4 of this Statement. An Investment Manager through its actions on
behdf of the Fund shall not invest any part of the Fund with itsdf or with any person or
entity with which or in which it has any economic interest, unless such Investment Manager
receives prior written gpprova from the Board. Thislimitation shal be consirued so asto
avoid any posshility of sdf-deding or conflict of interest. In addition, no Investment
Manager, through its actions on behdf of the Fund, shdl act or receive compensation as
a broker, dealer, underwriter, or principa whether directly or through a related or an
affiliated entity, unless such Investment Manager receives prior written gpprova from the
Board.

Prohibited Securitiesand Transactions. Except as otherwise authorized by the Board,
the following transactions shdl be prohibited:

Short sdles of any kind
Purchases of letter or restricted stock
Buying or sdlling on the margin
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Purchases of futures and options, except where specifically noted in Specific
Guiddines

Purchases of derivative securities which have any of the following characteridtics.
leverage, indexed principa payment, or links to indexes representing investments,
unless specificdly approved by the Board or as delegated to the Executive
Director.

Purchases of Interest Only or Principa Only collateralized mortgage obligations

Purchases of Guaranteed Investment Contract (GIC's) or Bank Investment
Contracts (BIC's)

Any transactions giving rise to unrelated business taxable income (excluding current
holdings)

Any transaction that would be a “prohibited transaction” under the Internd
Revenue Code Section 503

Purchases of precious metas

Purchases of commodities

Purchases of inverse floaters

Correction of Viodlations. In the event a violation of the guiddines occurs, unless
otherwise gpproved by the Executive Director in writing, based upon a determination of
the best interests of the Fund, the violation:

Shdl be corrected immediately by sde as soon as practicable following detection
and natification, unless the Executive Director has agreed in writing to a correction
which does not result in immediate disposition or sde

Shdl result in the reimbursement of the Fund by the Investment Manager for any
losses which may have been incurred due to the violation

Shdl result in the Fund retaining any gains which are redized from the violation
May be grounds for termination by the Board

Reporting Proceduresfor | nvestment Managers

The Investment Manager shal:

Prepare aquarterly report to be ddlivered to the Board and staff which indudes those items
requested by the Fund, in the format requested by the Fund. These reports should cover
any changes in the firm’'s structure, professond team or product offerings, a review of
recent and anticipated investment activities, an analyss of the mgor changes which have
occurred in the investment markets and in the Portfolio in particular Since last report; a
summary of the key characterigtics of the Portfolio; and other matters as requested by the
Fund fromtimeto time. Periodicdly, the Staff will provide the Investment Manager with
adetailed description and format for these reports.
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Make a presentation to the Board, or its designated committee, at least annudly and when
requested by the Board, describing the professionds, the investment process employed for
the Fund's Portfolio under the Investment Manager’ s respongbility, recent performance
of the Portfolio, current investment strategy and outlook, and any other related issues as
requested by the Board or its designated committee.

Mest regularly with the Staff to discuss the management of the Portfolio, new developments
and any other related matters.

Immediately report al ingances of economicaly materid events which would affect
investment performance of assets hed (e.g., default, missed interest payments, violation of
bond covenants, or sSgnificant business restructuring) to the Board and provide
recommendations regarding options for addressng such issues, indluding withdrawing from
the investment or other appropriate actions.

Advise the Board immediatdy and in writing if any of the following events occur within the
Investment Manager organizetions:

aloss of one or more key people

aggnificant change in investment philosophy

anew portfolio manager(s) or account manager(s) on the Fund' s account
achangein ownership or control (whether through acquisition, disposition, spin-off,
merger, consolidation, or otherwise) or in busness focus of the Investment
Manager

loss of adgnificant dlient relationship(s)

any other event which could be judged to or deemed to adversely impact to a
ggnificant degree the management, professondism, integrity or financid pogtion
of the Investment Manager

General Guiddinesfor the I nvestment of the Specific Portfolios

Each Investment Manager will be retained to implement a specific investment strategy for the Fund.
This grategy and its underlying philosophy will be described in the Investment Manager’ s contract and the
Portfolio will be managed according to this strategy until such time as the Board and Investment Manager
agree in writing to any change.

Generdly, the dructure of the Fund is expected to include the following asset classes and
management drategies:

domestic equity

core index management
core enhanced index management
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core active management
syle-specific active management

internationa equity

core index management

core enhanced index management
core active management
syle-specific active management

fixed income
core index
core enhanced index
core active management
core opportunigtic active management

red estate

securities lending cash collatera reinvestment -- specific guidelines for this asset
class are covered in an Addendum to this Policy.

Specific Guiddinesfor Domestic Equity Portfolios

Corelndex Management

Destription: Investment in aportfolio of stocks that substantialy matches the return
and standard deviation of the benchmark.

Invesment Condraints. Equity securities, condsting of common stock and
American Deposgitory Recelpts (ADRS) listed on U.S. exchanges, that subgtantidly
matches the composition and characteristics of the market index benchmark.
Futures contracts in the benchmark index may be used for the sole purpose of
investing cash flows and may not be used to leverage the Portfalio.

Benchmark: See Appendix A
Tracking Error: The tracking error of the portfolio is expected to be less than 50

bass points annudly. Tracking error is defined as the standard deviation of
portfolio excess return related to the benchmark.
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Core Enhanced Index M anagement

Description: Investment in a portfolio of equity securities, conssting of common
stock and American Depository Receipts (ADRs) listed on U.S. exchanges, that
ubgtantidly matches the composition and characteristics of the market index
benchmark. However, portfolios are expected to vary in terms of number of
securities hed and, from time to time, vary modestly from the index as measured
by the satistica characteridtics (e.9., average capitdization, industry or sector,
price to earnings ratio, price to book ratio, dividend yield) of the portfolio.

Investment Condraints: As specificdly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individua security or combination of securities.

Benchmark: See Appendix A.

Tracking Error: The tracking error of the portfolio is expected to be less than 300
bass points annudly. Tracking error is defined as the standard deviation of
portfolio excess returns relaive to the benchmark.

Core Active Management

Description: Investment in a portfolio of equity securities, conssting of common
stock and American Depository Receipts (ADRs) listed on U.S. exchanges, that
subgtantidly matches the composition and characteristics of the market index
benchmark. However, portfolios are expected to vary in terms of number of
securities held and, from time to time, vary from the index as measured by the
datigtica characterigtics (., average capitaization, industry or sector, price to
earnings raio, price to book ratio, dividend yield) of the portfolio.

Investment Condraints: As specificdly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individua security or combination of securities.

Benchmark: See Appendix A.
Tracking Error: There are no specific guiddines regarding tracking error.

However, it is expected that tracking error will be greater than that of "Core
Enhanced Index Management” portfolios.
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Capitalization and Style-Specific Active M anagement

Description: Investment of a portfolio of equity securities, conssting of common
stock and American Depository Receipts (ADRs) listed on U.S. exchanges, that
subgtantially matches the composition and characteristics of the index benchmark.
This benchmark represents the specific market cgpitdization range, aswdl asyle
(eg., growth or vaue), as determined by the Board. However, portfolios are
expected to vary in terms of number of securities held and, from time to time, may
vary from the index as measured by the satistica characteristics (e.g., average
capitaization, industry or sector, price to earnings ratio, price to book ratio,
dividend yidld) of the portfolio.

Investment Condraints: As specificdly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individua security or combination of securities.

Benchmark: See Appendix A.

Tracking Error: There are no specific guiddines regarding tracking error.
However, it is expected that tracking error will be greater than that of "Core
Enhanced Index Management” portfolios.

Specific Guiddinesfor International Equity Portfolio

Corelndex Management

Description: Investment in a portfolio of equity securities of companies domiciled
outsde the United States and listed on foreign exchanges that substantidly
matches the composition and characteristics of the market index benchmark.
Investment in ADRs (American Depository Receipts) and GDRs (Globa
Depository Receipts) is permitted.

Investment Condraints: As specificdly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individua security or combination of securities. No invesments
in markets defined by MSCI as "emerging” are dlowed unless gpproved in
advance and in writing by the Board.

Benchmark: See Appendix A.

Tracking Error: The tracking error of the portfolio is expected to be less than 50
bass points annudly. Tracking error is defined as the standard deviation of
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portfolio excess returns relative to the benchmark.

Currency Hedging: Currency hedging is prohibited unless gpproved in advance and
in writing by the Board.

Core Enhanced I ndex M anagement

Description: Investment in a portfolio of equity securities of companies domiciled
outsde the United States and listed on foreign exchanges that substantidly
matches the composition and characteristics of the market index benchmark.
Invesment in ADRs (American Depository Receipts) and GDRs (Globa
Depository Receipts) is permitted. However, portfolios are expected to vary in
terms of number of securities held and, from time to time, vary modestly from the
index as measured by the Satistica characteridtics (eg., country alocation, average
capitaization, industry or sector, price to earnings ratio, price to book ratio,
dividend yidld) of the portfolio.

Investment Condraints: As specificdly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individua security or combination of securities. No invesments
in markets defined by MSCI as "emerging” are dlowed unless gpproved in
advance and in writing by the Board.

Benchmark: See Appendix A.

Tracking Error: The tracking error of the portfolio is expected to be less than 300
bass points annudly. Tracking error is defined as the sandard deviation of
portfolio excess returns relaive to the benchmark.

Currency Hedging: Currency hedging is prohibited unless gpproved in advance and
in writing by the Board.

Core Active M anagement

Description: Investment in a portfolio of equity securities of companies domiciled
outside the United States and primarily listed or traded on foreign exchanges and
over-the-counter markets of the countries within the market index benchmark or
countries announced to be added to the benchmark index within 180 days of
purchase. In no event may the portfolio hold issuers which are only listed or traded
on aUnited States Exchange. Convertible securities, rights, and warrants may not
be purchased outright on the market, but may be held, sold, or exercised as
investment consderations dictate if received as part of a corporate action.

Investment in U.S. dollar denominated foreign securities, ADRS (American
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Depository Receipts) and GDRs (Globa Depository Receipts) are permitted.
However, portfolios are expected to vary in terms of number of securities held and
from time to time vary from the index as measured by the satisticd characterigtics
(eg., country dlocetion, average capitdization, industry or sector weighting, price
to earnings ratio, price to book rtio, dividend yield) of the portfolio.

Investment Condraints: As specificaly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individud security or combination of securities. For the purpose
of the above limitation, partidly paid shares and when-issued securities will not be
congdered leverage and will be permitted. Assets held in emerging markets (as
defined by MSCI) may not exceed 20% of the portfolio, measured at the time of
purchase, unless gpproved in advance and in writing by the Board. 144A
securities may be purchased provided that the issuer of such securities also has
other securities listed on a non-U.S. exchange and traded abroad. No other
private placements will be permitted.

Benchmark: See Appendix A.

Tracking Error: There are no specific guiddines regarding tracking error.
However, it is expected that tracking error may be greater than 30 basis points.

Currency Hedging: Currency hedging is permitted at the Contractor’s discretion.
Cross hedging of currency is not permitted.

Style-Specific Active M anagement

Description: Investment in a portfolio of equity securities of companies domiciled
outsde the United States and primarily listed on foreign exchanges that
subgtantidly matches the composition and characteristics of the market index
benchmark. Investment in ADRs (American Depository Receipts) and GDRs
(Globa Depository Receipts) is permitted. However, portfolios are expected to
vay in tems of number of securities hed and, from time to time, vay
substantially from the index as measured by the Satistical characteridtics (e.g.,
country dlocation, average capitdization, industry or sector, price to earningsratio,
price to book ratio, dividend yield) of the portfolio.

Investment Condraints: As specificdly determined by the Board. Futures contracts
may be used for the purpose of investing cash flows, but in no event may leverage
be created by any individua security or combination of securities. Assatsheldin
emerging markets (as defined by MSCI) may not exceed 20% of the portfolio, as
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measured by market vaue, unless gpproved in advance and in writing by the
Board.

Benchmark: See Appendix A.

Tracking Error: There are no specific guiddines regarding tracking error.
However, it is expected that tracking error will be greater than that of "Core
Enhanced Index Management” portfolios.

Currency Hedging: Currency hedging is a the investment manager's discretion.

Specific Guiddinesfor Fixed | ncome Portfolios

Core - Index

Description: Investment in a portfolio of fixed income securities that subgtantialy
matches the quality, coupon, maturity structure and duration characterigtics of the
benchmark index.

Investment Condraints: No securities may be held other than those which are
publicly traded, dollar denominated debt securities of the US government, its
agencies and municipdities, and US corporations which exhibit characterigtics
consgtent with the qudity of the benchmark index, unless specificaly gpproved by
the Board. Futures contracts may be used for the purpose of investing cash flows
or modifying duration, but in no event may leverage be created by any individud
Security or combination of securities.

Benchmark: See Appendix A.

Core—Enhanced I ndex

Description:  Invesment in a portfolio of fixed income securities that exhibits
characterigtics subgtantialy smilar to the benchmark index. Portfolios may vary
in terms of number of securities held and, from time to time, vary moderately from
the index as measured by the satistica characteristics (e.g., sector concentration,
maturity, duration, and yield) of the portfolio. The portfolio must maintain an
average credit quality rating of a least A (Moody's) or the equivaent. Securities
must be rated at least Baa3 (Moody's) or the equivaent at the time of purchase
unless specificaly approved by the Board.  In the case of asplit rating, the higher
rating will be used. It is expected that the strategy employed will produce returns
net-of-fees which exceed the benchmark index, and will not incur sgnificantly
grester risk.
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Investment Congraints: No securities may be held other than those which are
publicly traded, dollar denominated debt securities of the US government, its
agencies and municipdities, US corporaions, and Yankees which exhibit
characteridtics consgent with the qudity of the benchmark index, unless
specificaly gpproved by the Board. Rule 144A securitiesthat are included in the
benchmark may be purchased, as well as those that are not included in the index,
but meet the index liquidity congraints, have smilar characteridtics to the index
144A securities, and areissued by a public company. Futures contracts may be
used for the purpose of investing cash flows or modifying duration, but in no event
may leverage be created by any individual security or combination of securities.

Benchmark: See Appendix A.
Core— Active Management

Description:  Invesment in a portfolio of fixed income securities that exhibits
characterigics Smilar to the benchmark index. Subject to the following limitations,
portfolios may vary in terms of number of securities held and, from time to time,
may vary from the index as measured by the satisticd characterigtics (e.g., sector
concentration, maturity, duration, quality, yield) of the portfolio.

The portfolio must maintain an average credit quality rating of at least A (Moody's)
or the equivalent. Securities must be rated at least Baa3 (Moody's) or the
equivaent at the time of purchase unless specificaly approved by the Board. In
the case of a gplit rating, the higher rating will be used.

The duration of the portfolio may not vary more than 20% above or below the
duration of the benchmark index.

Thetotd risk of the portfolio as measured by the sandard deviation of a series of
quarterly returnsis expected not to exceed 125% of that of the benchmark index.

Investment Congraints: No securities may be held other than those which are
publicly traded, dollar denominated debt securities of the US government, its
agencies and municipdities, and US dollar denominated corporaions unless
specificaly approved by the Board.

In no event shal any individua security, or combination of
securities, cregte leverage in the portfolio.

Benchmark: See Appendix A.

Currency Hedging: Currency hedging is prohibited unless gpproved in advance and
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in writing by the Board.
Core— Opportunigtic Active Management

Description:  Invesment in a portfolio of fixed income securities that exhibits
characterigics Smilar to the benchmark index. Subject to the following limitations,
portfolios are expected to vary in terms of number of securities held and are
expected to vary from the index in terms of datistica characteristics (e.g., sector
concentration, maturity, duration, quality, yield) of the portfolio.

The portfolio must maintain an average credit qudity rating of a least A (Moody's)

or the equivdent. No more than 10% of the portfolio may be rated lower than

Baa3 (Moody's) or the equivalent. Securities must berated at least B3 (Moody's)

or the equivaent a the time of purchase unless specificaly approved by the Board.
In the case of a glit rating, the higher rating will be used.

No more than 20% of the portfolio may be invested in non-US dollar denominated
government or non-US dollar denominated corporation securities. The portfolio
may not be invested in emerging markets securities.

The duration of the portfolio may not vary more than 20% above or below the
duration of the benchmark index.

Thetota risk of the portfolio as measured by the standard deviation of a series of
quarterly returnsis expected not to exceed 150% of that of the benchmark index.

. Investment Congraints: No securities may be held other than those which are
publicly traded debt securities of the US government, its agencies and
municipdities, foreign governments, and US and non-US corporations unless
specificaly approved by the Board.

In no event shdl any individud security, or combination of securities cregte leverage
in the portfalio.

Benchmark: See Appendix A.

Currency Hedging: Currency hedging is a the investment manager's discretion.



GUIDELINESFOR THE CUSTODIAN

The Board recognizes that accurate and timely completion of custodia functions is necessary for
effective investment management and accurate records. Every Cusgtodian is a fiduciary as to the assets
placed with them by the Fund.

The Board identifies the following as responsibilities of the Custodian(s) for the segments of the
Funds for which each Custodian isresponsible:

A.

B.

Provide complete custody and depository services for the designated accounts.
Provide for prompt investment of any cash to avoid uninvested amounts.

Implement in a timey and effective manner the invesment actions as directed by the
Investment Managery(s).

Collect and receive dl income and principa redlizable and properly report transactionsin
periodic statements.

Provide monthly and annud accounting statements as wdl as on-line access accounting for
the Fund, indluding al transactions; these should be based on accurate security values both
for cost and market vdue. These reports should be provided within a time frame
acceptable to the Board.

Report to the staff Stuations where security pricing is either not possible or subject to
congderable uncertainty.

Didribute to the Investment Manager(s) in atimely manner dl proxy voting materids.

Provide assstance to the Board and Staff, to complete such activities as the annua audit,
transaction verification and other issues.

Asrequested by Board, provide performance measurement and portfolio andytics for the
Fund, consgtent with AIMR standards.

When directed by the Board, and pursuant to a separate, written agreement for securities

lending service, implement, in afar and equitable manner, a securities lending program for
the Fund, and report fully on al aspects of its operation and returns.
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Monitoring. The Custodian shdl cooperate fully and with al reasonable requests for
documents and records made by the Board or a Consultant designated by the Board. The
Board (on its own or through its Consultant) shall periodicaly review its Custodians,
including but not limited to, services provided, services available, charges and fees, and
reports.
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SECURITIESLENDING POLICY

Background

|C 5-10.2-2-13(d) provides that the Board may authorize a Custodian to enter into a securities
lending program agreement under which securities held by the Cugtodian on behdf of the Fund may be
loaned. The purpose of such aprogramisto provide additiona revenue for the Fund. IC 5-10.2-2-13(d)
provides that collaterd initidly in excess of the totd market vaue of the loaned securities must be pledged
by the borrower, and must be maintained a no less than the total market value of the loaned securities.

General Statement With Respect to Board's | ntent

The Board intends to maintain a securities lending program, as the Board believes it provides a
means of enhancing the overdl Fund peformance. The investment objective for the securities lending
program is to generate incremental income within a high qudity investment program that safeguards the
return of principd, maintains adequate dally liquidity, ensures diversfication of the cash collaterd portfolio
and tightly controls exposure to fluctuating interest rates. The Board will eva uate the income attributable
to the program and the risks inherent in the program. The Board expects each Custodian who has been
authorized to enter into an agreement to evauate at least annudly the agent selected by the Custodian and
the Board, to offer suggestions with respect to any possible improvementsin the program, and to monitor
the results of the program (e.q., income, costs associated with the program, issues that arise with respect
to the program) and report to the Board as directed.

M ethod of | mplementation

The securities lending program may be implemented through a Custodian or through a sub-agent
of aCugtodian. Subject to the gpprova of the Board, any current Custodian for the Fund may implement
asecurities lending program for the assets placed a that particular indtitution. Any Custodian may utilize
a sub-agent & its discretion to conduct its securities lending program in lieu of maintaining an in-house
capability. The use of any sub-agent must be approved in advance and in writing by the Board, and such
approva may be revoked for any reason by the Board upon five (5) days written natice to the Custodian.

It shdl be the respongbility of the Custodian to ensure that their sub-agent adheres to dl aspects of these
Guiddines aswdl as any additiond contracts which exist in addition to these Guiddines.

The specifics pertaining to any securities lending program shdl be detailed in a separate Securities
Lending Agreement.
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Risk Controls

The Custodian and/or securities lending sub-agent will provide agreed upon indemnification to the
Fund (the Lender) from and againgt any losses, damages, costs and expenses which arise from a borrower
defaulting on aloan or filing for bankruptcy. Upon natification of default by the borrower, which shdl be
reported immediately to the Board in writing, the Custodian shal take such actions as are prudent,
necessary and gppropriate to use the collaterd to acquire replacement securities of the exact same type and
kind as the securities which were loaned to the borrower. Any inability to acquire such securities shal be
reported to the Fund and to the Investment Manager immediately.

The Cusgtodian and/or securities lending sub-agent is respongble for conducting al gppropriate and
necessary due diligence on the borrowers and potentia borrowers. The name of borrowers and potentia
borrowers shdl be updated and provided to the Board promptly following the end of each caendar quarter.

The Cugtodian and/or securities lending sub-agent is responsible for ensuring thet dl loans are at
least 100% collaterdized. Specific requirements for the amount of collatera required for loans on each type
of security, as wel as the qudity and guiddines for investment of such collaterd shdl be defined in the
Securities Lending Agreement.

Securities shal not be loaned in excess of forty percent (40%) of the market value of Fund's assets
(not be taken on an individua manager account-by-account basis) under the care of the Custodian, marked
to market on aday-to-day but not on an intra day basis.

Cash collaterd shdl be invested by the Custodian, and/or its security lending sub-agent  pursuant
to the Addendum for Securities Lending Cash Collaterd Reinvestment. All investments shal be subject to
the prudent investor rule, IC 5-10.3-5-3.

The Fund shdl direct the Investment Manager of the securitiesto notify the Cugtodian of any sdes
by no later than the trade date to permit the Custodian to effect timely return of loaned securities prior to
or on the settlement date.

Monitoring

The Custodian and/or securities lending sub-agent is responsible for reporting fully on al aspects
of the Securities Lending Program, including its operation and returns. The Custodian and/or securities
lending sub-agent shdl cooperate fully with al reasonable requests for documents and records made by the
Board and/or an independent certified public accountant selected and retained by the Board to audit
securities lending activities.

The Fund shal receive amonthly report of the securities on loan, the income received from loans,
the Cugtodian’s and sub-agent fees from loans, the compostion of collaterd, and the investment
characteridics of the callaterd. In addition to the monthly report, Sgnificant events which require additiona
reporting shdl include but not be limited to borrower list changes, failed trades due to securities on loan,

38



and collatera shortfdls.
The Board (onits own or through its Consultant) shal conduct an annua review of the Securities

Lending Program. At thistime, the Board will aso survey its Invesment Managers to ensure they have not
encountered any problems with the Program.
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TRADING AND BROKERAGE POLICY

| ntroduction

The Board intends to fulfill its responghbility for the evaluation and management of transaction costs
for the excdlusve benefit of members and beneficiaries To assst in accomplishing these duties, this security
transactions policy has been approved by the Board.

Basic Principles

The Board requires that these principles guide al transactions for the Fund:

Best execution and lowest cogt, (including commission costs and market impact) and providing benefits
exclusively for members and beneficiaries of the Fund must apply to trades.

Efforts to reduce trading codts, in terms of both commissions and market impact, provided the investment
returns of the Fund are not jeopardized, will be ongoing.

The Board will retain the ability to enter into brokerage commission recapture agreement(s).
The Board will evaduate transaction activity annudly, through a Trading Cost Andysis.

The Board intends there to be a prohibition on any sdf dedling on the part of any brokerage firm, including
any with such afirm’s broker ffiliate, without specific prior authorization.

Basic Criteriafor Sdection of Brokerage Firm

The primary respongbility of the Board isto act asafiduciary to the members and beneficiaries of
the Fund. It isthe intent of the Board that al transactions of publicly traded securities be effected through
brokerage firms, regardless of location, in order to obtain the best execution and lowest cost of the
transaction.

Subject to any direction from the Board, each Investment Manager will be responsible for the
selection of brokerage firms, or automated trading systems through which trading will be completed for the
Fund. Each Investment Manager is dso responsible for conducting al appropriate and necessary due
diligence on the brokerage firms it selects. Their sdection must in dl cases be for the exdusive benefit of
the Fund's members and beneficiaries and should strive for best execution with lowest cost on trades.,

Provided that the totd return of alnvestment Manager's Portfolio is not adversely affected or that
the investment processis not affected so as to place the Fund in a disadvantageous position reldive to the
Investment Manager's other accounts, and provided that best execution and lowest cogt are obtained, each
Investment Manager may be requested to direct a percentage of its trading to specified firms for the
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purpose of brokerage commission recapture programs. In such a case, the Board will select the brokerage
firms, with the assstance of the Investment Managers, and establish the expected leved of trading to be
directed.

Review/Evaluation

At least annually, the Board will review dl transactions and arrangements, if any, for compliance
with these policies through an annua Trading Cost Andlyss. The Investment Managers and Custodian[s]
providing services shdl provide any information necessary or helpful to this review.

Disclosure
In addition, each Invesment Manager shdl report a least annualy on brokerage firmsthey are usng
and the terms of that rdaionship. This disclosure must cover dl components of that reaionship, including

but not limited to, payment for order flow, soft dollars, covered expenses, and the nature of the broker
selection process.
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PROXY VOTING POLICY

I ntroduction

The Fund is alarge public penson fund and will become a sgnificant equity investor in the socks
of corporate America. The Board recognizes its respongbilities as a fiduciary of the Fund. The Board
believes that a proxy policy isan important element of its overal asset management. Asaninitid pogtion,
the Board believes a ddegation of authority to other fiduciaries of the Fund, the Investment Managers, will
be the most suitable approach.

Each Investment Manager who is retained by the Fund to buy, sdl or manage common stocks
which are Fund assets will have the respongibility of voting the common stock. To the extent that athird-
party isused to assst in some aspect of the Investment Manager's proxy voting, the Investment Manager
mugt inform the Fund of the third-party used and their exact responsibility. In completing this responghility,
each Investment Manager is expected to take these proxy vaoting guiddines into condderation.

Guiddines

The Investment Manager isto exerciseits proxy voting authority for the exclusive benefit of Fund
members and benefidaries, redizing dl Fund assets are governed by the exdusive benefit rule of the Internd
Revenue Code applicable to qudified plans.

In voting the proxies of common stocks, the Investment Manager must act with the care, ill,
prudence, and diligence of a prudent expert who is amilarly Stuated and knowledgeable in the matters
under consderation, as required under IC 5-10.3-5-3. The Board intends that this embody the most
rigorous application of this sandard, that the Investment Manager act with an eye soldly to the best interests
of the plan participants. Leighv. Engle, 727 F2d 113, at 125.

These two requirements mandate that the Investment Manager conduct an individud review and
andyss of eech proxy issue prior to voting. In dl cases, the long-term economic best interests of members
and beneficiaries should guide the voting decisons.

Reporting Reguir ements

The Board intends to monitor the voting decisons of Investment Managers. To dlow thisto occur,
each Investment Manager who votes shares of common stock will document such votes and report to the
Board no less frequently than annudly.
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Thereport shdl indude a aminimum the following:
A description of the process the Investment Manager uses to ensure that
reasonable seps have been taken to dlow for thetimely voting of al proxieson dll
stocks which are held as of the record date.
The action taken on routine proxies.

The action, and rationae for the action, taken on non-routine proxies.

A destription of actionsin terms of any effects on members and bendficiaries of the
Fund, the Indiana economy and any specid Indianaissues.

Revocation of Voting Authority

The Board may revoke the authority of alnvestment Manager to vote the shares of common stock
held by presenting a written revocation of voting authority to the Investment Manager.
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PROCEDURES FOR EVALUATION OF INVESTMENT MANAGERS

General Statement

Periodic reports should supply critica information on a continuing basis, such as the comparative
investment performance, portfolio postions reative to Sated strategy, and other perspectives of the
Portfolios as requested by the Board. The reports should be examined to determine whether investment
policy guiddines are being followed, and the Fund as well as the individud Invetment Managers are
meeting the established objectives.

Per for mance M easur ement

A time-weghted return formula (which minimizes the effect of contributions and withdrawals) should
be utilized. The sarvices of an outsde, independent consulting firm providing performance measurement
and evauaion may beretained. Invesment Managers will be expected to comply with the Association for
Investment Management and Research's (AIMR) Performance Presentation Standards in calculating and
reporting their investment performance. The Fund, and any firms retained by the Fund to cdculate
investment performance, will also adhere to the AIMR Standards.

M eetings

The Investment Manager(s) are expected to meet a least annualy with the Board or its
representatives to review the Portfolio and investment resultsin the context of this Policy. The Custodian
is expected to meet at least annudly with the Board or its representatives to review its responsbilities.

Compliance Report

Annudly, the Board will confirm that the Fund and each of its managed Portfolios have complied
with the Sated investment policies and guiddines herein, induding, but not limited to, the proxy voting policy
and the palicy for trading.

Reporting Proceduresfor | nvestment Managers

The Invesment Manager shal:

. Prepare a quarterly report to be delivered to the Board and staff which includes
those items requested by the Fund, in the format requested by the Fund. These
reports should cover any changes in the firm’s structure, professona team or
product offerings, a review of recent and anticipated investment activities, an
andysis of the mgor changes which have occurred in the investment markets and
in the Portfolio in particular since the lagt report; a summary of the key
characterigtics of the Portfolio; and other matters as requested by the Fund from
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timeto time. Periodicdly, the Staff will provide the Invesment Manager with a
detailed description and format for these reports.

. Make a presentation to the Board, or its designated committee, at least annualy
and when requested by the Board, describing the professonds, the investment
process employed for the Fund's Portfolio under the Investment Manager’s
respong bility, recent performance of the Portfolio, current investment strategy and
outlook, and any other related issues as requested by the Board or its designated
committee.

. Meset regularly with the Staff to discuss the management of the Portfolio, new
developments and any other related matters.

. Immediatdy report al ingtances of economicaly materid events which would affect
investment performance of assets held (e.g.,default, missed interest payments,
violaion of bond covenants, or significant business restructuring) to the Board and
provide recommendations regarding options for addressing such issues, including
withdrawing from the investment or other gppropriate actions.

. Advise the Board immediately and in writing if any of the following events occur
within the Investment Manager organizaions

. aloss of one or more key people
. aggnificant change in investment philosophy
. anew portfolio manager(s) or account manager(s) on the Fund' s account

. achange in ownership or control (whether through acquigtion, digoogtion, merger,
consolidation, or otherwise) or in business focus of the Investment Manager

. loss of asgnificant client relationship(s)

. any invedtigation or action by afederd or Sate regulatory body

. any other event which could be judged to or deemed to adversely impact to a
ggnificant degree the management, professondism, integrity or financid postion
of the Investment Manager

Evaluation Procedures

The Board intendsto review at least quarterly the performance of the Fund and of each Investment
Manager Portfolio relative to the objectives and guidelines described herein.
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The investment performance review may include comparisons to:

unmanaged market indices
other public penson funds
abroad universe of investment managers
the Consumer Price Index

any other indices or measures the Board deems appropriate from timeto time

Further, the Board shdl a least annualy consider:

gaffing of personnd
gability of business
changes in product offerings
organizationa dructure
conformance to this policy

changesin invesment drategy and developmentsin capital markets as they impact
srategy

changes in resources

communications to the Fund

The Board reserves the right to suspend or terminate any manager a any time. Such right may be
delegated to the Investment Committee.
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STANDARDSFOR THE SELECTION OF INVESTMENT
MANAGERS, CONSULTANTSAND CUSTODIANS

The Board redizes that from time to time it will need expert asssance in fulfilling itsfidudiary duties
The Board expectsto retain Custodians, Invesment Managers and Consultants to provide such assstance.
Each such entity selected will serve as afiduciary to the Fund.

Basisfor Selection

For any type of expertise or assistance which isto be retained by the Board, sdection shdl only
be made based upon the demongtrated ability of the professiond(s) to provide the expertise or assstance
needed.

Process for the Salection of Professional Assistance

The process shal conform to the legd requirements for professional service procurement under
the State statutes. \When deemed necessary by Staff and with the agpprova of the Board, Consultants
or other professionas not involved in the specific sdection shal assst in the development of
requirements, evauation standards and andysis of responses for the selection process. It isthe intent of
the Board that the selection process be open to dl quaified organizations wishing to participate.
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POLICY WITH RESPECT TO ALTERNATIVE INVESTMENTS

The Board of Trustees of the State of Indiana Public Employees Retirement Fund (PERF or the Fund)
hereby adopts the following Alternative Investment Policy Statement.  Effective October 12, 2001, dl dternative
investments shal be made in accordance with this policy. The Board recognizes thet these invesments will be an initid
user of capitdl and investment results will be difficult to assess during the first 3-5 years of the program.

The Board of Trustees has approved atarget dlocation to Alternatives of 5% to be achieved over Sx years. The

Board bdieves the Fund' s equiity returns can be enhanced, on arisk-adjusted basis, by investing a portion of its assets

in dternatives. The drategic objective isto generate returns:

1) Superior to those available in the public equity market to compensate the Fund for the long term and illiquid
commitments associated with dternative invesments;

2) Above the median of comparative universe returns; and,

3) Approximately 500 bas's points over public market equity investments, as measured by the Russell 3000
Index, net of fees and expenses.

General Statements With Respect to Board's | ntent

The objective of the dternative investment program isto provide enhanced returns for the Fund, a an acceptable level
of risk. All dternative investments shal be made conastent with Section 8 of PERF s Statement of Investment Policy
(Pdlicy). Therole of the Board is to make srategic decisions with respect to this asset class and will review this policy
datement annudly. Alternative investment vehicles may include, but are not limited to, venture capita, corporate
buyouts, real edtate, private placements and absolute return strategies. The Board may consder investing in these
assatsif and only if the vehicles meet dl standards pursuant to Sections 6, 7 & 8 of the Policy.

The drategic dlocations for dternative investments, as approved by the Board, are as

follows
Sub-categories Target Allocations Max/Min. Ranges
Private Equity
Venture capital 17.5% 10% to 30%
Buyouts 42.5% 30% to 60%
Debt-related 10.0% 5% to 15%
International 10.0% 5% to 15%
Absolute Return Strategies 5.0% 0% to 10%
Red Egate
REITs 5.0% 0% to 10%
Opportunistic real estate  10.0% 0% to 15%
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Portfolio congtruction will be designed to produce a return mix including both current income
and capitd gppreciation. Fund commitments will be completed within five to seven years.

No more than ten percent of the Fund’s total alocation to dternative investments may be
committed to any one partnership, without the approval of the Board.

While specific investments may incur losses of dl or part of the capital invested, it is expected that a diversfied
portfolio of dternative investments will produce a positive return significantly in excess of publicly traded domestic
equities. Diverdfiadle risks associated with this portfolio include postion in the capitd structure, the timing and
amounts of cash flows, the size of the individud invesments, and their sengtivities to business cycles. The risks
associaed with dternative investments will be viewed within the context of the entire Fund. The Board may
overweight sub-asset classes within aternative investments to improve the Fund' s risk/return posture when these
investments are more attractive than other available opportunities.

Over the long term, it is expected that roughly equa amounts of new funding will be committed in each fiscd year,
with deviations permitted to accommodate market opportunities and to facilitate initid entry into the asset class.

Specific Guidelines for Private Equity Portfolios
Buyout | nvestments

Destriptiort Buyout investmentstypicaly involve the purchase of acontrol postion (primarily
majority pogtions, with some minority postions) in an established company with or without
leverage. Investments are typically made in years one through three and returns typicaly
occur in years three through Six.

Investment Congraints. No more than 35% of total net assets of an individud partnership
may beinvested in securities or obligations of foreign entitiesissued outsdethe U.S. orina
singleindustry sector of the domestic economy.
Benchmark: 300 — 500 basis points above the Russall 3000 Index.

Venture Capital I nvestments
Description: Venture capitd investments are seed stage, early stage, later stage, and

expanson dage invesments.  Investments are often made in years one through five and
returns typicaly occur in years four through eight.
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Investment Congraints: No more than 35% of total net assets of an individud partnership
may be invested in securities or obligations of foreign entities issued outsde the U.S. No
more than 50% of total net assats of an individud partnership may be invested in asngle
segment within a particular indudry.

Benchmark: 500 basis points above the Russall 3000 Index.

Debt Related | nvestments

Description: Debt-reated investments combine a debt insrument, which provides a current
yield, with an equity participation of warrants, etc. Investments are typicaly madein years
one through three with a high levd of current income that is combined with capitd
gppreciation supplied by the warrants or other “equity kickers'.

Investment Condraints: No more than 30% of total net assets may be invested in securities
or obligations of foreign entities issued outsde the U.S. No more than 10% of assets may
be invested in equity or debt related red estate assets. No purchase of securities on margin
or otherwise borrow funds for the purpose of purchasing securities.

Benchmark:
300 basis points above the Russell 3000 Index.

Note: There are no separate guiddines for internationa investments. Specific guiddines for these investments are
included within the sections covering buyout, venture capital, and debt related investments.

Specific Guiddinesfor Real Estate Portfolios

REITS

Description: Core red edtate found in high quality REITs portfolios providing inflation
protection and current income.

[Investment Congraints: No more than 35% of total net assets of an individud partnership
may be invested in securities or obligations of foreign entities issued outsde the U.S. or ina
sngle industry sector of the domestic economy.

Benchmark: 100 — 200 above NAREIT Equity REIT Index.
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Opportunistic Real Estate

Description: Direct invesment in red estate and other investments that involve red etate,
such as opportunigtic red estate investments involving mortgages, “turnaround” situations,
REIT joint ventures, natura resources, etc. Opportunigtic or value-added funds provide less
current income but greater potentia for capital appreciation.

Investment Congraints: No more than 35% of total net assets of an individud partnership
may be invested in securities or obligations of foreign entitiesissued outsde the U.S. or ina
sngleindustry sector of the domestic economy.

Benchmark: 300 — 500 basis points above the Wilshire Red Estate Securities Index.

Specific Guiddinesfor Absolute Return Strategies

- Description: Include rdlative vaue, event driven, long/short, tactical (macro) trading, and long opportunity funds.
Hedge funds may or may not take offsetting long and short positions and, therefore, may or may not be hedged.
They generdly have few restrictions on the types of securitiesin which they may inves.

Investment Congraints: Further due diligence required prior to Board approval.

Benchmark: To be determined

Additional Consider ations

The Board encourages investment opportunities that support economic development in Indiana, through investment
in private equity funds that focus on Indiana and the Midwest, in accordance with its Sandards for prudent investments
and itsguiding principles. The Board further encourages its saff, consultant and generd partners (GPs) to be proactive
in the community, State and region in sourcing attractive partnering opportunities. Such opportunities must be
conggent: @ with investment types found in gpproved sub-asset classes as noted above: and b) meet the investment
management and performance standards as set forth in Section 7 & 8 of the Fund's overdl investment policy.

Submissions will be channeled to appropriate partners and managers of the Fund known to have an expertise in
evauating smilar opportunities. The staff, consultant, and GPs will endeavor to become a conduit between Indiana
opportunities and the investment management community nationwide.
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APPENDIX A

BENCHMARKSFOR INVESTMENT MANAGERS

Investment Index Peer Group
Asst Class Manager Benchmark Benchmark
Fixed Income Northern Trust QA LB Agg. Index Core Fixed Income

Lincoln Capitd Management

Reams Assat Management

Conseco Capita Management
Hughes Capitd Management
Seix Investment Advisors
Teplin, Canida & Habacht
Utendahl Capita Management

BlackRock LB Agg. Index Core Opportunistic
Western Asset Management Fixed Income
Domestic Equity Barclays Globd Investors S& P 500 Index Large Cep Equity
(large cap) Brinson Partners
JP Morgan Investment Mgmt
Domestic Equity Dimensiona Fund Advisors Russdl 2000 Index  Smdl Cap Equity
(smdl cap) JP Morgan Investment Mgmt
Inter national Equity State Street Globa Advisors MSCI EAFE Index  Internationa Equity

Fidelity Management Trust Co.

GE Asset Management MSCI ACWI ex-US Internationa Equity
Capitd Guardian Trust Co.
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EXHIBIT B

INVESTMENT PROCUREMENT POLICY

The Board of Trustees of the Public Employees Retirement Fund (the "Fund") is committed to
utilize a public and competitive process in making its investment procurement decisions.

Procurement Authority

(& The Executive Director or the Executive Director's designee, with the gpprova of the Board
of Trustees, shdl have the full and complete authority to enter into dl contracts on behdf of the Fund for
investment consulting, custodian, and investment management services.

(b) The Executive Director may gppoint one (1) person employed by the Fund to supervise and
manage the contracts covered by this policy. This person shdl have such authority as may be set forth in
this policy or as may be delegated by the Executive Director in writing.

Procurement Policy

(@ Indl procurement decisions, the Executive Director and the Board of Trustees shdl take into
account the particularly sengitive nature of the Fund and shdl consider the competence, qudity of product,
experience, and timely performance of the vendorsin order to promote and ensure security, fairness, and
integrity in the procurement process.

(b) All decisons made under this policy by the Executive Director and the Board of Trugtees shdll
be fina except as otherwise specificaly sat forth inthis policy.

() TheBoard of Trustees intends to operate with written contracts whenever feasible.

(d) The Board of Trustees intends that its Investment Policy control in al circumstances.
Applicability

This palicy is meant to govern the procurement of investment consulting, custodian, and investment
management sarvices, except for amendments, modifications, or extensons of existing contracts, unlessthe
predominete purpose of an amendment or modification isto avoid the applicability of thispolicy. However,
if an emergency exists with respect to any Fund assats, the Executive Director or the Board of Trustees may

take any actions they deem necessary and gppropriate to safeguard the assets for atemporary period, until
permanent disposition of those assets can be made under this policy.
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PROCUREMENT PROCEDURE - REQUESTS FOR PROPOSAL S

(& The Executive Director or the Executive Director's designee, with the gpprova of the Board
of Trustees, shdl procure goods or services covered by this policy through the use of a request for
proposal.

(b) Proposds shdl be solicited through a request for proposas, which must include the following:
@ Factors or criteriathat will be used in evauating the proposas.

2 Generd dtatement concerning the relative importance of price and the other
evauation factors.

(c) Public notice shdl be given in the manner described in this palicy.

(d) Proposdsshall be opened so asto avoid disclosure of contents to competing offerors during
the process of negotiation.

(e) A regigter of proposals shdl be prepared and must be open for public ingpection after contract
award. The regigter of proposas must contain the following:

Q) Copy of the request for proposals.
2 Ligting of al proposas received.
3 Generd basis on which award was made.

4) Entire contents of the contract file except for proprietary information
or financid information which was not required to be made public by the terms of the
request for proposal itself.

(H Therequest for proposd will contain a clear satement as to whether or not any communication
with the Fund may be initiated by a respondent after publication of the request for proposal and before find
selection, what may be contained in such communication, who the respondent may contact, and whether
or not the Fund will respond. However, the Fund reserves the right to discuss any part of any response at
any timefor the purpose of darification. No member of the Board of Trustees, employee of the Fund, or
consultant or advisor to the Fund shdl have any communications with a respondent or a representative of
the respondent about the respondent’s proposa or the request for proposdl after publication and before find
selection, except as otherwise provided in the request for proposa. Respondents must be given equa
access to any communications about the request for proposa between the Fund and other respondents.
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The Fund will make available arecgpitulation of the subject matter of any communication and the response

of the Fund. The Fund may make such informeation available by pogting it on the internet. Respondents
must be accorded fair and equitable treatment with respect to any opportunity for discusson and revison
of proposas. In conducting any communications, there must be no disclosure of any information derived
from proposals submitted by competing respondents.

(99 Award shdl be made to the responsible respondent whose proposd is determined in writing
to be most advantageous to the Fund, taking into consideration price and other evauation factors set forth
in the request for proposals, and the applicable provisons of 1C 5-10.2 and 5-10.3.

(n) Theonly factorsor criteriathat may be used in the evaduation of proposds are those specified
in the request for proposals and the applicable provisons of 1C 5-10.2 and 5-10.3.

(i) Public notice of a request for proposa shdl be made by publication at least once in one (1)
newspaper of generd circulaion in Marion County, Indiana. The Executive Director may desgnate
additiona newspapers or industry publications for the publication of notice, such as Pensons and
Investments. The Executive Director may send notices or requests for proposas by mail to prospective
bidders or offerors known to the Executive Director to be reasonably susceptible to award of the contract.
However, falure to give notice to a particular bidder or offeror does not invalidate a procurement under
thisrule.

Cancdllation; Rgection; Amendment of Solicitations

(8 When the Executive Director or the Board of Trustees determinethat it isin the best interests
of the Fund, any request for proposad may be withdrawn or cancdled. Additiondly, the Executive Director
or the Board of Trustees may reject in whole or in part any bids, proposals, or offers that have been
submitted at any time prior to the effective date of the resulting contract.

(b) Thereasonsfor the withdrawal, cancellation or rgjection must be made a part of the record.

() The Executive Director or the Board of Trustees may amend any solicitation in any manner
provided that notice is given in amanner reasonably calculated by the Executive Director or the Board of
Trustees to provide fair and equitable notice to the potentia vendors.
Disclosure Requirementsfor Procurements

(& All respondents shall submit the information required by the process at the time of submission
of itsbid, proposal, or offer. Immediately prior to execution of a contract by a vendor, the vendor shall

update the disclosures. The vendor shal be under a continuous duty, in accordance with the provisons of
the vendor's contract.
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(b) The Executive Director may require such additiond disclosures as may be desred for the
purpose of enforcing, auditing, investigating, or confirming the accuracy of the disclosures or for any proper
purpose.

Contract Terms

No contract shall obligate the Fund for a period in excess of five (5) years. Any contract may
contain one (1) or more option periods or provisions for extensons of the contract term, provided that:

@ any individua option period or extenson does not exceed five (5) yearsin durdtion;
and

2 any individua option period or extenson may become effective only upon the
specific, affirmative exercise of the option, or the specific, affirmative agreement to the extension,
by the Executive Director.

Contract Clauses

No contract with the Fund may contain any terms or provisons which are prohibited by Indiana
or federd law. If it isdetermined that any term or provisonisinvalid or unenforcegble, such termswill be
severed from the contract. The remaining terms and provisions shal be unimpaired and interpreted as if
such invalid provisions were not contained in the contract.

Public Records

(a) Except as provided in subsection (b), dl procurement records shdl be available for public
ingpection following award of the contract or cancedllation of the procurement, except to the extent the
disclosure is prohibited by law.

(b) The Executive Director may except from public disclosure, at any time, procurement records
which are exempt from mandatory disclosure under 1C 5-14-3-4(b).

PROCUREMENT CLAIMSAND APPEALS
Application
Pursuant to IC 4-21.5-2-5(11), procurement decisions by the Fund or the Executive Director are
not subject to IC 4-21.5. In lieu thereof, vendors or prospective vendors, shal follow the procedures of

and have the remedies available under this policy in the event of a protest of any procurement decison of
the Executive Director or his designee.
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Appeal of Award or Decison to Award a Contract

(8 Any prospective vendor may apped the award or decison to award a contract by filing a
written apped within seventy-two (72) hours after the award, after receipt of notice of the award, or after
the announcement of the decision to award is posted or published, whichever occursfirg.

(b) The only grounds for filing an gpped under this policy are asfollows.

@ A procurement decison was not made in compliance with the procedures required
by this palicy.

2 A procurement decison was made in violation of any rules regarding ethics
promulgated by the Fund.

(©) The goped shdl be in writing and shdl date the following, the decison which is being
gppeded, dl grounds for the gppedl, and any other information necessary to identify the contract, bid, or
request involved in the gpped. It shdl dso include dl evidence or supporting materia the prospective
vendor wishes to submit.

(d) No gpped shdl be made under this policy on the grounds that the prospective vendor was not
determined to be a responsible bidder.

Notice

A notice of gpped dhdl befiled by mailing the natice to the Executive Director & the principd office
of the Executive Director in Indiangpolis by registered or certified mail, return receipt requested, or by
delivering the notice of apped to the principa office of the Executive Director in Indiangpolis. Filing by
registered or certified mail shal be effective upon mailing.

Executive Director's Review of an Appeal

The Executive Director shdl issue adecison on aclam within thirty (30) days after the daim was
filed, which shdl befind. The Executive Director shdl state the reasonsfor denid of any apped filed under
thispolicy. A copy of the decison shdl be mailed by certified or registered mail, return receipt requested,
to the entity who filed the dam. The decison may order such rdief (if any) asisin the best interests of the
Fund. Relief may include, but is not limited to, voiding the sdlection and redoing the process, and damages.
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EXHIBIT C
Criteriafor Evaluating Active
Small Cap Value, Small Cap Growth, Mid Cap Value, Mid Cap Growth, Small-Mid Cap Value
and Small-Mid Cap Growth Equity Managers

Consultant will evaluate dl RFP responses using the following quantitative and quaitative factors, as well
as any other factors deemed rdevant by Indiana PERF and Consultant in the evaluation of each respondent:

Quantitative (1)

Relative Performance
Hisgtoricd rates of return relative to Index and Peer Group
Higtorica volatility of returns relaive to Index and Peer Group
Information ratio and tracking error rlative to Index and Peer Group
Consigtency of relative performance

| nvestment Style
Recent portfolio characteristics and sector alocations relative to Index
Consgency of style, using returns-based style andysis

Quialitative

Organizationd Structure
- Ownership Structure
Assets under management
Attraction and retention of clients and assets
Experience with public funds
Ability to effectively sarvice dients

|nvestment professonals
- Experience of team and firm
Stability of team and firm
Depth of team and firm
Compensation structure of investment professonals
Involvement of investment professionasin non-investment activities (marketing, client service, €tc.)

Investment Process
Concentration
Maximum dlocation to individua industries and/or sectors
Maximum alocation to cash
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Market capitdization range
Portfolio Congtruction (including purchase/sde decison-making)
Analytic resources

Specmc Investment Strategy

Assets under management

Size of largest and average account

Attraction and retention of assets

Recent growth of assets under management

Length of verifiable track record

Leve and flexibility of invesment management fees

I ntegrity of composite

Percent of total assets managed in style
AIMR compliance and verification

Use of smulated/backtested data

Use of dataltrack record from another firm

(1) Thelndex and Peer Groups for the various investment strategies are as follows:

RFP
RFP #1
RFP #2
RFP #3
RFP #4
RFP #5
RFP #6

| ndex Peer Group

Russell 2000 Vaue Mercer Small Cap Vdue
Russell 2000 Growth Mercer Small Cap Growth
Russell Mid Cep Vdue Mercer Mid Cap Vaue
Russell Mid Cap Growth Mercer Mid Cap Growth
Russell 2500 Vdue Mercer Smal Cap Vdue

Russell 2500 Growth Mercer Small Cap Growth
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APPENDIX ONE: CONTRACT FOR SERVICES

This contract is between the Board of Trustees of the State of Indiana Public Employees
Retirement Fund (hereinafter referred to as "Fund") and (hereinafter referred to
as " Contractor").

WHEREAS, the Fund desires to contract for services in the area of investment management
sarvices, and

WHEREAS, Contractor iswilling to provide such services,

NOW, THEREFORE, the above-named parties enter into this contract upon the following terms
and conditions:

1. Duties of Contractor

Contractor shdl provide the following services rddive to this contract  See Attachment A, Scope
of Services, incorporated by reference.

2. Consideration

Contractor will be paid at the rate of: See Attachment B, Schedule of Fees, incorporated by
reference.

3. Term

This contract shdl be for a period of not more than five (5) years. It shal commence when the
investment management account is funded, and shdl terminate on January 30, 2007.

4, I ndependent Contractor

Both parties hereto, in the performance of this contract, will be acting in an individud capacity and
not as agents, employees, partners, joint venturers or associates of one another. The employees or agents
of one party shal not be deemed or construed to be the employees or agents of the other party for any
purposes whatsoever. Neither party will assume any ligbility for any injury (including degth) to any persons,
or any damage to any property arisng out of the acts or omissons of the agents, employees or
subcontractors of the other party.
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Contractor shdl be respongble for providing al necessary unemployment and worker's
compensation insurance for the Contractor's employees.

5. Work Standards

Contractor hereby represents thet it is a registered investment advisor within the meaning_of the
Investment Advisers Act of 1940.

Contractor agrees to execute its repective respongbilities by following and applying & al
times the highest professiond and technica guiddines and sandards. If the Fund becomes
disstisfied with the work product or the working relaionship with those individuas
assigned to work on this Contract, the Fund may request in writing the replacement of any
or dl such individuds.

6. Acknowledgment of Fiduciary Liability Status

Contractor agreesthet it isafiduciary to the Fund and will perform its duties under this agreement
with the care, skill and diligence that a prudent expert would use acting in alike capacity.

7. Contract Confidentiality of Fund Information

Contractor understands and agrees that data, materia's, and information disclosed to Contractor
may contain confidential and protected data; therefore, the Contractor promises and assures that data,
materia, and information gathered, based upon or disclosed to the Contractor for the purpose of this
contract, will not be disclosed to others or discussed with other parties without the prior written consent
of the Fund.

8. Confidentiality of Data, Property Rightsin Products, and Copyright Prohibition

Contractor further agreesthat dl information, data, findings, recommendations, proposdls, €tc., by
whatever name described and by whatever form therein, secured, developed, written or produced by the
Contractor in furtherance of this contract shdl be the property of the Fund and that the Contractor shdl teke
such action as is necessary under law to preserve such property rights in and of the Fund while such
property iswithin the control and/or custody of the Contractor. By this contract the Contractor specificaly
waives and/or releases to the Fund any cognizable property right of the Contractor to copyright, license,
patent or otherwise use such information, data, findings, recommendations, proposds, etc. Notwithstanding
the foregoing, the Fund agrees that any proprietary research performed by the Contractor and the
investment portfolio process employed by the Contractor shal not be the property of the Fund.

0. Owner ship of Documents and Materials
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All documents, records, programs, deta, film, tape, articles, memas, and other materias developed
under this contract shall be considered "work for hire" and the Contractor transfers any ownership clam
to the Fund and dl such matterswill be the property of the Fund. Use of these materids, other than rdated
to contract performance by the Contractor, without the prior written consent of the Fund is prohibited.
During the performance of the services, specified herein, the Contractor shdl be responsible for any loss
or damage to these materid's developed for or supplied by the Fund and used to develop or assst in the
sarvices provided herein, while they are in the possession of the Contractor and any loss or damage thereto
shdl be restored at the Contractor's expense. Full, immediate, and unrestricted access to the work product
of the Contractor during the term of this contract shdl be available to the Fund. Notwithstanding the
foregoing, the Fund agrees that any proprietary research performed by the Contractor and the investment
portfolio process employed by the Contractor shal not be the property of the Fund.

10. Reports

Contractor shdl submit reports to the Fund upon request, and no event less than as of each month
end. Thereport shal bewritten. The report shal bein aform agreed to between the Fund and Contractor.

At Fund's request and at mutualy agreed upon times, Contractor shal meet with Fund to review
Contractor's performance and to discuss Contractor's present and future investment strategy. Contractor
shdl be avallable to answer questions by Fund staff and Board members from time to time as needed
without additiond change.

11. Audit Settlement

If an error is discovered as aresult of an audit performed by Contractor or Fund, or if Contractor
becomes aware of any error affecting the managed assets through any other means, Contractor shall use
its best efforts to promptly correct such error or to cause the appropriate party to correct such error.

12. Accessto Records

Contractor and his subcontractors shal maintain al books, documents, pagpers, accounting records,
and other evidence pertaining to the cost incurred and shal make such maerids available a their repective
offices a dl reasonable times during the contract period and for seven (7) years from the date of fina
payment under the contract, for ingpection by the Fund or by any other authorized representative of the
Fund and copies thereof shall be furnished a no cost to the Fund if requested.

Upon execution of this Agreement, Fund will provide Contractor with alist of Authorized Persons
who will be permitted to advise, inform and direct Contractor on Fund's behdf, together with signature
gpecimens of certain Authorized Persons who may execute specific tasks under this Agreement. Thelist
of Authorized Persons and any changes to such list shal be made in writing to Contractor and signed by
Fund's Director or the Director's designee. Until notified of any such change, Contractor may rely on and
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act upon ingructions and notices received from an Authorized Person identified on the then-current list
furnished by Fund.

All Authorized Indructions shdl be in writing and transmitted by first class mail, private express
courier, facamile, or other authenticated dectronic transmissons, provided, however, that Contractor may,
inits discretion, accept verba Authorized Ingtructions subject to written confirmation of same from such
Authorized Person.  Such Authorized Ingtructions shal bind Contractor upon receipt. If Contractor
recaives indructions or notices from a source other than an Authorized Person, Contractor shal not comply
with them and shdl immediately notify Fund's Executive Director in writing of such unauthorized indructions
or notices. The Contractor is authorized and shall exercise its discretion in extraordinary Situations when
communications with an Authorized Person cannot be achieved to proceed with the digposa of securities
to prevent exceptiond loss of value to Fund.

13.  Assignment

Contractor shal not assign or subcontract the whole or any part of this contract without the Fund's
prior written consent, except that the Contractor may assign its right to receive payments to such third
parties as the Contractor may desire without the prior written consent of the Fund, provided that Contractor
gives written notice (including evidence of such assgnment) to the Fund thirty (30) days in advance of any
payment 0 assigned. Assgnment shdl cover al unpaid amounts under this contract and shal not be made
to more than one party.

14. Successor s and Assignees

Contractor binds his successors, executors, administrators, and assigneesto al covenants of this
contract. Except as above st forth, the Contractor shdl not assgn, sublet or trandfer interest in this
contract without the prior written consent of the Fund.

15. Key Person(s)

a In the event that both parties have designated in an gppendix that the individud(s) therein
named are essentid to the services offered pursuant to this contract, the parties agree that in the event that
such individud or individuds are no longer employed during the term of this contract by the Contractor for
whatever reason, the Fund shal have the right to terminate this contract, without pendty, upon thirty (30)
days prior written notice.

b. In the event that the Contractor isan individua or a closely held corporation (as defined
under Indianalaw, see, e.g., Barthv. Barth, 659 N.E.2d 559, 561, fn.5, [and cited authority therein]), the
individual or person on behdf of the corporation responsible for primary contact between the Contractor
and the Fund at the commencement of this contract shal be consdered akey person and, as such, essentid
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to the contract. Substitution of another for the Contractor shall not be permitted without express written
permission from the Fund.

C. Nothing in subsections a. and b. above should be construed to prevent the Contractor from
using the services of othersto perform tasks ancillary to those tasks which directly require the expertise of
the key person. Examples of such ancillary tasks include secretarid, clerica, and common labor duties.

Contractor shal, at al times, remain responsible for the performance of al necessary tasks, whether
performed by a key person or others.

16. Changesin Work

In the event the Fund requiresamgor change in scope, character or complexity of the work after
the work has progressed, adjustmentsin compensation to the Contractor shall be determined by the Fund
in the exercise of its honest and reasonable judgment, and the Contractor shal not commence any additiond
work or the change of the scope of the work until authorized in writing by the Fund. No dam for additiona
compensation shdl be made in the absence of a prior written approva executed by al sgnatories hereto.

17. Force Majeure; Suspension and Termination

In the event that either party is unable to perform any of its obligations under this contract or to
enjoy any of its benefits because of (or if falure to perform the services is caused by) natural disaster,
actions or decrees of governmenta bodies or communication line falure not the fault of the affected party
(hereinafter referred to as a"Force Mgeure Event”), the party who has been so affected shdl immediately
give natice to the other party and shal do everything possible to resume performance.

18. Renewal Option

This contract may be renewed in the sole discretion of the Fund for aperiod of up to theinitid term
in length, and under the same conditions.

19. Nondiscrimination

Pursuant to 1C 22-9-1-10 and Civil Rights Act of 1964, Contractor and its subcontractors, if any,
shdl not discriminate againgt any employee or gpplicant for employment, to be employed in the performance
of this contract, with respect to the hire, tenure, terms, conditions or privileges of employment or any metter
directly or indirectly related to employment, because of his race, color, rdigion, sex, disability, nationd
origin or ancestry. Breach of this covenant may be regarded as a materid breach of contract. Acceptance
of this contract aso sgnifies compliance with gpplicable Federd laws, regulations, and executive orders
prohibiting discrimination in the provison of services based on race, color, nationd origin, age, s, disgbility
or status as a veteran.

20. Termination
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Notwithstanding anything to the contrary, this contract may be terminated, in whole or in part, by
the Fund or the Contractor, for any reason, by delivery of a Termination Notice at least thirty (30) days
prior to the termination effective date, pecifying the extent to which performance of services under which
such termination becomes effective. The Contractor shal be compensated for services rendered prior to
the effective date of termination. The Fund will not be ligble for services performed after notice of
termination. Contractor shal be compensated for services herein provided but in no case shdl tota
payment made to Contractor exceed the origina contract price due on contract. In no event shal Fund's
termination of the Agreement under this Section be deemed awaiver of Fund'sright to make adam agang
Contractor for damages resulting from any default by Contractor which occurred to the Effective
Termination Date. Additionaly, pursuant to IC 510.3-5-6, the Fund may terminate this contract
immediatdy in the event that the Board, in its sole discretion, consders such action necessary to protect the
Fund. In the event this Agreement is terminated by the Board in this manner, Contractor shal not be
responsible for any losses incurred as aresult of trades that are executed but not settled.

In the event of any termination of this Agreement, dl the terms and conditions herein shdl continue
to gpply through the Effective Termination Date and through any period following such date during which
Contractor shal continue to perform the services required under this Agreement, in order to complete any
transactions pending on the Effective Termination Date and to facilitate an orderly trangtion to a successor
Contractor ("Trangtion Period"). Such Trangtion Period shdl not exceed thirty (30) days after the Effective
Termination Date. The following provisons shdl adso goply to any termination of this Agreement. If Fund
terminates this Agreement, and unless otherwise expresdy directed by Fund, Contractor shal take all
necessary steps to stop services under this Agreement on the Effective Termination Date.

Upon any termination of this Agreement by Fund and to the extent directed by Fund, Contractor
shall continue to serve as a Contractor hereunder at the thenrexisting compensation level for the duration
of the Trandtion Period. After the additiond services have been performed, and the Trangtion Period is
completed, Contractor may seek compensation for the Trangition Period at its thenexisting compensation
level. Contractor shall cooperate with Fund in good faith to effect a smooth and orderly transfer of such
services and dl gpplicable records by the Effective Termination Date. Upon termination of this Agreement,
Contractor shdl retain al Fund Records according to the record retention provisons set forth in the Access
to Records Section of this Agreement.

21. Taxes

The State of Indiana is exempt from Sate, federd, and locd taxes. The Fund will not be
responsible for any taxes levied on the Contractor as aresult of this contract.

22. Penaltied/I nterest/Attorney's Fees
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The Fund will in good faith perform its required obligations hereunder and does not agree to pay
any pendties, liquidated damages, interest, or attorney's fees, except as required by Indianalaw, in part,
IC 5-17-5-1 et seq., IC 34-2-22-1 et seq., and |C 34-4-16-1.1 et seq.

23. Compliance with Laws

Contractor agrees to comply with al gpplicable federd, state and local laws, rules, regulations or
ordinances, and dl provisons required thereby to be included herein are hereby incorporated by reference.
The enactment of any date or federd statute or the promulgation of regulations thereunder after execution
of this contract shal be reviewed by the Fund and the Contractor to determine whether the provisions of
the contract require formal amendment.

24. Governing Laws

This contract shdl be construed in accordance with and governed by the laws of the State of
Indianaand suit, if any, must be brought in the State of Indiana.

25. I ndemnification

Contractor agrees to indemnify, defend, and hold harmless the State of Indiana and its agents,
officers, and employees from dl clams and suitsincluding court cogts, atorney's fees, and other expenses
arisng from or reated to any act of bad faith, negligence, intentiona or willful misconduct, breach of
fiduciary duty, breach of contract, or any other negligent act or omission of Contractor and/or its agents,
if any, in the performance of this contract. The Fund shal not provide such indemnification to Contractor.

26.  Substantial Performance

This contract shdl be deemed to have been subgtantidly performed only when fully performed
according to its terms and conditions and any modification thereof.

27. Waiver of Rights

No right conferred on ather party under this contract shal be deemed waived and no breach of this
contract excused, unless such waiver or excuse shdl be in writing and signed by the party clamed to have
waived such right.

28.  Payments

All payment obligations shdl be made in arrearsin accordance with Indianalaw, date fiscd policies
and procedures.
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29. Disputes

Should any disputes arise with respect to this contract, the Contractor and the Fund agree to act
immediately to resolve any such disputes. Timeis of the essence in the resolution of disputes.

Contractor agrees that, the existence of a dioute notwithstanding, it will continue without delay to
cary out dl its reponghilities under this contract which are not affected by the dispute.  Should the
Contractor fail to continue without delay to perform its respongbilities under this contract in the
accomplishment of al non-disputed work, any additiona costs incurred by the Contractor or the Fund as
aresult of such failure to proceed shdl be borne by the Contractor, and the Contractor shal make no dam
againg the State of Indianafor such codts.

The Fund may withhold payments on disputed items pending resolution of the dispute. The
unintentional nonpayment by the Fund to the Contractor of one or more invoices not in dispute in
accordance with the terms of this contract will not be cause for Contractor to terminate this contract, and
the Contractor may bring suit to collect without following the dispute procedure contained herein. This
section shdl not be congrued to limit the right of ether party to terminate the contract pursuant to the terms
of the "Termination” section of the contract.

30. Changes

Contractor shal natify Fund in writing within three (3) business days of any of the following
changes. (1) Contractor becomes aware that any of its representations, warranties and covenants st forth
herein ease to be materidly true a any time during the term of this Agreement; (2) there is any materid
change in Contractor's senior personnd assgned to perform service under this Agreement; (3) thereisany
change in control of Contractor; (4) Contractor becomes aware of any other materid changeinits portfolio
management sructure or its business organization, incdluding without limitation  the filing for bankruptcy rdief.

31 I nvestigations and Complaints.

To the extent permitted by gpplicable law, Contractor shal promptly advise Fund in writing of any
extraordinary investigation, examination, complaint, disciplinary action or other proceeding reating to or
affecting Contractor's ability to perform its duties under this Agreement which is commenced by any of the
following: (1) the Securities and Exchange Commission of the United States; (2) the New York Stock
Exchange; (3) the American Stock Exchange; (4) the National Association of Securities Deders, (5) any
Attorney Generd or any regulatory agency of any dtate of the United States; (6) any U.S. Government
department or agency; or (7) any governmenta agency regulaing securities of any country in which
Contractor isdoing business. Except as otherwise required by law, Fund shal maintain the confidentidity
of dl such information until investigating entity makes the information public.

32. Noticeto Parties:
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Whenever any notice, satement or other communication shall be sent to the Fund or Contractor,
it shal be sent to the following address, unless otherwise pecificaly advised.

a Notices to the Fund shall be sent to:

E. William Buitler, Executive Director
Indiana Public Employees Retirement Fund
500 Harrison Building

143 West Market Street

Indianapolis, IN 46204

With copy to:
Petricia J. Gerrick, Chief Investment Officer
Indiana Public Employees Retirement Fund

125 West Market Street, Suite 200
Indianapolis, IN 46204

b. Notices to the Contractor shall be sent to:

33.  Authority to Bind

Notwithstanding anything in this Agreement to the contrary, the sgnatory for the Contractor
represents that he/she has been duly authorized to execute agreements on its behdf.

34. Maintaining a Drug-Free Workplace
a Contractor hereby covenants and agrees to make a good faith effort to provide and

maintain during the term of this agreement a drug-free workplace, and that it will give written notice to the
contracting state agency and the Indiana Department of Adminigtration within ten (10) days after receiving
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actud notice that an employee of Contractor has been convicted of acrimina drug violation occurring in
Contractor's workplace.

b. In addition to the provisons of subparagraph a. above, if the total contract amount st forth
in this agreement is in excess of $25,000.00, Contractor hereby further agrees that this agreement is
expressy subject to the terms, conditions, and representations contained in the Drug-Free Workplace
Certification executed by Contractor in conjunction with this agreement..

C. It isfurther expresdy agreed that the failure of Contractor to in good faith comply with the
terms of subparagraph a. above, or fasfying or otherwise violating the terms of the certification referenced
in subparagraph b. above, shal congtitute a materid breach of this agreement, and shdl entitle the Fund to
impose sanctions againg the Contractor including, but not limited to, suspension of contract payments,
termination of this agreement and/or debarment of the Contractor from doing further busness with the Fund
for up to three (3) years.

35. Drug-Free Workplace Certification

This certification is required by Executive Order No. 90-5, April 12, 1990, issued by the Governor
of Indiana Pursuant to its delegated authority, the Indiana Department of Administration is requiring the
indusion of this certification in dl contracts with and grants from the State of Indianain excess of $25,000.

No award of a contract shal be made, and no contract, purchase order or agreement, the total amount of
which exceeds $25,000, shdl be vaid unless and until this certification has been fully executed by the
Contractor and made a part of the contract or agreement as part of the contract documents. False
certification or violation of the certification may result in sanctionsinduding, but not limited to, sugpenson
of contract payments, termination of the contract or agreement and/or debarment of contracting
opportunities with the Fund for up to three (3) years.

The Contractor/Grantee certifies and agreesthat it will provide a drug-free workplace by:

a Publishing and providing to dl of its employees a Satement notifying employees that the
unlawful manufacture, distribution, dispensing, possession or use of a controlled substanceis prohibited in
the Contractor's workplace and specifying the actions that will be taken against employees for violations
of such prohibition; and

b. Edtablishing a drug-free awvareness program to inform employees that (1) the dangers of
drug abuse in the workplace; (2) the Contractor's policy of maintaining a drug-free workplace; (3) any
available drug counsding, rehabilitation, and employee assstance programs, and (4) the pendties that may
be imposed upon an employee for drug abuse violations occurring in the workplace.

C. Notifying al employees in the statement required by subparagraph (a) above that as a
condition of continued employment the employee will (1) abide by the terms of the Satement; and (2) notify
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the employer of any crimind drug Satute conviction for a violaion occurring in the workplace no later than
five (5) days after such conviction;

d. Notifying in writing the contracting State Agency and the Indiana Department of
Adminidration within ten (10) days after recelving notice from an employee under subdivison (c)(2) above,
or otherwise receiving actud notice of such conviction;

e. Within thirty (30) days after receiving notice under subdivison (c)(2) above of a conviction,
imposing the following sanctions or remedia measures on any employee who is convicted of drug abuse
violaions occurring in the workplace: (1) take appropriate personnd action againgt the employee, up to and
including termination; or (2) require such employee to satisfactorily participate in adrug abuse assstance
or rehabilitation program gpproved for such purposes by a Federd, State or locd hedth, law enforcement,
or other gppropriate agency; and

f. Making a good faith effort to maintain a drug-free workplace through the implementation
of subparagraphs (a) through (€) above.

36. Non-Colluson and Acceptance

The undersagned attests under pendties of perjury that he is the contracting party, or that heisthe
representative, agent, member or officer of the contracting party, that he has not, nor has any other member,
employee, representative, agent or officer of the firm, company, corporation or partnership represented by
him, directly or indirectly, to the best of his knowledge, entered into or offered to enter into any
combination, colluson or agreement to receive or pay, and that he has not received or paid, any sum of
money or other consideration for the execution of this agreement other than that which appears upon the
face of the agreement.

The parties having read and understand the foregoing terms of the contract do by their respective
signatures dated below hereby agree to the terms thereof, including, if this contract isin excess of $25,000,
the Drug-Free Workplace Certification.

CONTRACTOR

By: Attested By:
Printed Name; Printed Name;
Title Title

Date: Date:

PUBLIC EMPLOYEES RETIREMENT FUND
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E. William Butler, Executive Director

Date:
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ATTACHMENT A

SCOPE OF SERVICES

Contractor shdl be respongble for the investment and reinvestment of those assets of the Fund
which have been designated by the Board as subject to Contractor's management, which designation may
change from time to time, and which may increase or decrease from the amount of funds currently managed.

Contractor, as agent for the Board with respect to such assets, when it deems gppropriate and without
consultation with the Board, may, in its sole discretion, but subject to the Fund's Statement of Investment
Policy, acopy of which is atached hereto, buy, sdll, exchange, and otherwise trade in securities. 1n making
such investments Contractor shal consider the following factors and such other objectives as may be
communicated in writing by the Board to Contractor from time to time: the purpose of the Fund, the
Contractor's mandate, the Fund's financia needs and the Fund's Investment Policy. Contractor shal be
respongble for complying with al gpplicable laws. Contractor agrees to accept, from timeto time, asthe
Board shdll desire, additiona cash and funds, al to be administered under the terms of this Contract.
Should any conflict exist between the terms of the Fund's Investment Policy and this Contract, the terms
of this Contract shdl control. The ethics provisons of the Investment Guiddines that specificaly apply to
Investment Managers, and the Ethics Policy of the Board shal apply to the Contractor.

Ownership of managed assets shdl remain with Fund. Contractor shdl not, under any
circumgtances, take possession, custody, title, or ownership of any managed assets. Contractor shal not
have the right to have securities registered in its own name or in the name of its nominee, nor shdl
Contractor in any manner acquire or become possessed of any income or proceedsdistributable by reason
of sdling, holding or controlling any managed assets. Accordingly, Contractor shal have no responsibility
with respect to the callection of income, physica acquisition or the safekeegping of the managed assets. Al
such duties of collection, physica acquistion or safekegping shdl be the obligation of the Custodian.

All transactions authorized by this Agreement shdl be settled through Fund's Custodian, which shdl
retain sole possession of and have complete custodia respongbility for the managed assets and the
management or disposition of such managed assets, and on the purchase or acquisition of other securities
or property. Contractor shal provide the Custodian with such trade information as the Custodian may
require to effect settlement, within the time frames as the Custodian may designate. Fund shdl provide
Contractor with the Custodian's detailed procedures and settlement instructions upon execution of this
agreement. The Contractor shdl instruct all broker/ded ers executing orders to forward to the Custodian
copies of al brokerage confirmations promptly after execution of transactions. Where a transaction is
eligible for settlement through the Depository Trust Company's Ingtitutiona Delivery System, Contractor
shdl use such Inditutiona Deivery System for trade confirmation and settlement.  Contractor shall
cooperate with Fund's Custodian and other parties to the trade to promptly resolve any trade settlement
discrepancies or disputes.
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Contractor shdl have complete authority and discretion to etablish accounts with one or more duly
registered broker/dealers. Consigtent with ensuring the safety of the managed assets, Contractor shall
engage in aprudent and diligent broker/deder selection process. Contractor shdl ensurethat dl orders are
placed with only reputable, quaified and financidly sound broker/deders. Contractor's primary objective
shal be to sdect broker/deders which will provide the most favorable net price and execution for the
sub-account, but this requirement shal not obligate Contractor to recommend any broker/deder solely on
the basis of obtaining the lowest commisson rate if the other sandards set forth herein are satisfied.
Notwithstanding the foregoing, Contractor shdl not place orders with any broker/deder which: (1) Fund
has by written notice to Contractor deemed unsuitable for Fund trades; (2) is affiliated with an investment
consultant that provides non-brokerage related services to Fund; to (3) is affiliated with Contractor.
Contractor agrees to be bound by any subsequent changes to such list upon receipt of written notice from
Fund.

[SPECIFIC MANDATE AND BENCHMARK WILL
BE COMPLETED AT CONTRACT AWARD]
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ATTACHMENT B

SCHEDUL E OF FEES

Contractor shal be compensated at the rate shown on the attached fee schedule.
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EXHIBIT B

INVESTMENT PROCUREMENT POLICY

The Board of Trustees of the Public Employees Retirement Fund (the "Fund") is committed to
utilize a public and competitive process in making its investment procurement decisions.

Procurement Authority

(& The Executive Director or the Executive Director's designee, with the gpprova of the Board
of Trustees, shdl have the full and complete authority to enter into dl contracts on behdf of the Fund for
investment consulting, custodian, and investment management services.

(b) The Executive Director may gppoint one (1) person employed by the Fund to supervise and
manage the contracts covered by this policy. This person shdl have such authority as may be set forth in
this policy or as may be delegated by the Executive Director in writing.

Procurement Policy

(@ Indl procurement decisions, the Executive Director and the Board of Trustees shdl take into
account the particularly sengitive nature of the Fund and shdl consider the competence, qudity of product,
experience, and timely performance of the vendorsin order to promote and ensure security, fairness, and
integrity in the procurement process.

(b) All decisons made under this policy by the Executive Director and the Board of Trugtees shdll
be fina except as otherwise specificaly sat forth inthis policy.

() TheBoard of Trustees intends to operate with written contracts whenever feasible.

(d) The Board of Trugtees intends that its Investment Policy control in al circumstances.
Applicability

This palicy is meant to govern the procurement of investment consulting, custodian, and investment
management sarvices, except for amendments, modifications, or extensons of existing contracts, unlessthe
predominete purpose of an amendment or modification isto avoid the applicability of thispolicy. However,
if an emergency exists with respect to any Fund assats, the Executive Director or the Board of Trustees may

take any actions they deem necessary and gppropriate to safeguard the assets for atemporary period, until
permanent disposition of those assets can be made under this policy.
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PROCUREMENT PROCEDURE - REQUESTS FOR PROPOSAL S

(& The Executive Director or the Executive Director's designee, with the gpprova of the Board
of Trustees, shdl procure goods or services covered by this policy through the use of a request for
proposal.

(b) Proposds shdl be solicited through a request for proposas, which must include the following:
@ Factors or criteriathat will be used in evauating the proposas.

2 Generd dtatement concerning the relative importance of price and the other
evauation factors.

(c) Public notice shdl be given in the manner described in this palicy.

(d) Proposdsshall be opened so asto avoid disclosure of contents to competing offerors during
the process of negotiation.

(e) A regigter of proposals shdl be prepared and must be open for public ingpection after contract
award. The regigter of proposas must contain the following:

Q) Copy of the request for proposals.
2 Ligting of al proposas received.
3 Generd basis on which award was made.

4) Entire contents of the contract file except for proprietary information
or financid information which was not required to be made public by the terms of the
request for proposal itself.

(H Therequest for proposd will contain a clear satement as to whether or not any communication
with the Fund may be initiated by a respondent after publication of the request for proposal and before find
selection, what may be contained in such communication, who the respondent may contact, and whether
or not the Fund will respond. However, the Fund reserves the right to discuss any part of any response at
any timefor the purpose of darification. No member of the Board of Trustees, employee of the Fund, or
consultant or advisor to the Fund shdl have any communications with a respondent or a representative of
the respondent about the respondent’s proposa or the request for proposdl after publication and before find
selection, except as otherwise provided in the request for proposa. Respondents must be given equa
access to any communications about the request for proposa between the Fund and other respondents.
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The Fund will make available arecgpitulation of the subject matter of any communication and the response

of the Fund. The Fund may make such informeation available by pogting it on the internet. Respondents
must be accorded fair and equitable treatment with respect to any opportunity for discusson and revison
of proposas. In conducting any communications, there must be no disclosure of any information derived
from proposals submitted by competing respondents.

(99 Award shdl be made to the responsible respondent whose proposd is determined in writing
to be most advantageous to the Fund, taking into consideration price and other evauation factors set forth
in the request for proposals, and the applicable provisons of 1C 5-10.2 and 5-10.3.

(n) Theonly factorsor criteriathat may be used in the evaduation of proposds are those specified
in the request for proposals and the applicable provisons of 1C 5-10.2 and 5-10.3.

(i) Public notice of a request for proposa shdl be made by publication at least once in one (1)
newspaper of generd circulaion in Marion County, Indiana. The Executive Director may desgnate
additiona newspapers or industry publications for the publication of notice, such as Pensons and
Investments. The Executive Director may send notices or requests for proposas by mail to prospective
bidders or offerors known to the Executive Director to be reasonably susceptible to award of the contract.
However, falure to give notice to a particular bidder or offeror does not invalidate a procurement under
thisrule.

Cancdllation; Rgection; Amendment of Solicitations

(8 When the Executive Director or the Board of Trustees determinethat it isin the best interests
of the Fund, any request for proposad may be withdrawn or cancdled. Additiondly, the Executive Director
or the Board of Trustees may reject in whole or in part any bids, proposals, or offers that have been
submitted at any time prior to the effective date of the resulting contract.

(b) Thereasonsfor the withdrawal, cancellation or rgjection must be made a part of the record.

() The Executive Director or the Board of Trustees may amend any solicitation in any manner
provided that notice is given in amanner reasonably calculated by the Executive Director or the Board of
Trustees to provide fair and equitable notice to the potentia vendors.
Disclosure Requirementsfor Procurements

(& All respondents shall submit the information required by the process at the time of submission
of itsbid, proposal, or offer. Immediately prior to execution of a contract by a vendor, the vendor shall

update the disclosures. The vendor shal be under a continuous duty, in accordance with the provisons of
the vendor's contract.
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(b) The Executive Director may require such additiond disclosures as may be desred for the
purpose of enforcing, auditing, investigating, or confirming the accuracy of the disclosures or for any proper
purpose.

Contract Terms

No contract shdl obligate the Fund for a period in excess of five (5) years. Any contract may
contain one (1) or more option periods or provisions for extensons of the contract term, provided that:

@ any individua option period or extenson does not exceed five (5) yearsin durdtion;
and

2 any individua option period or extenson may become effective only upon the
specific, affirmative exercise of the option, or the specific, affirmative agreement to the extension,
by the Executive Director.

Contract Clauses

No contract with the Fund may contain any terms or provisons which are prohibited by Indiana
or federd law. If it isdetermined that any term or provisonisinvalid or unenforcegble, such termswill be
severed from the contract. The remaining terms and provisions shal be unimpaired and interpreted as if
such invalid provisions were not contained in the contract.

Public Records

(a) Except as provided in subsection (b), dl procurement records shdl be available for public
ingpection following award of the contract or cancedllation of the procurement, except to the extent the
disclosure is prohibited by law.

(b) The Executive Director may except from public disclosure, at any time, procurement records
which are exempt from mandatory disclosure under 1C 5-14-3-4(b).

PROCUREMENT CLAIMSAND APPEALS
Application
Pursuant to IC 4-21.5-2-5(11), procurement decisions by the Fund or the Executive Director are
not subject to IC 4-21.5. In lieu thereof, vendors or prospective vendors, shal follow the procedures of

and have the remedies available under this policy in the event of a protest of any procurement decison of
the Executive Director or his designee.
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Appeal of Award or Decison to Award a Contract

(8 Any prospective vendor may apped the award or decison to award a contract by filing a
written apped within seventy-two (72) hours after the award, after receipt of notice of the award, or after
the announcement of the decision to award is posted or published, whichever occursfirg.

(b) The only grounds for filing an gpped under this policy are asfollows.

@ A procurement decison was not made in compliance with the procedures required
by this palicy.

2 A procurement decison was made in violation of any rules regarding ethics
promulgated by the Fund.

(©) The goped shdl be in writing and shdl date the following, the decison which is being
gppeded, dl grounds for the gppedl, and any other information necessary to identify the contract, bid, or
request involved in the gpped. It shdl dso include dl evidence or supporting materia the prospective
vendor wishes to submit.

(d) No gpped shdl be made under this policy on the grounds that the prospective vendor was not
determined to be a responsible bidder.

Notice

A naotice of gpped shdl befiled by mailing the notice to the Executive Director & the principd office
of the Executive Director in Indiangpolis by registered or certified mail, return receipt requested, or by
delivering the notice of apped to the principa office of the Executive Director in Indiangpolis. Filing by
registered or certified mail shal be effective upon mailing.

Executive Director's Review of an Appeal

The Executive Director shal issue adecison on acam within thirty (30) days after the dlaim was
filed, which shdl befind. The Executive Director shdl state the reasonsfor denid of any apped filed under
thispolicy. A copy of the decison shdl be mailed by certified or registered mail, return receipt requested,
to the entity who filed the dam. The decison may order such rdief (if any) asisin the best interests of the
Fund. Relief may include, but is not limited to, voiding the sdlection and redoing the process, and damages.
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